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BANK AWARD COMMISSION, 
Council Hall, 
BOMBAY. 

Ref. No. BAC.2343/1-55. 

25th July 1955. 


The Minister for Labour, 

Government of India, 

New Delhi. 

Sir, 

In pursuance of Government notification No. LR-100(9)/55 dated 
the 12th March 1955, I have duly enquired into the issues set out 
in the Resolution of the Government of India in the Ministry of 
Labour No. LR-100(56)/54 dated the 17th September 1954. My 
report containing my findings on the said issues and my recommenda¬ 
tions on matters referred to me is forwarded to you herewith. 


Yours faithfully. 


P. B. GAJENDRAGADKAR, 
Chairman. 
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FOREWORD 

I must confess that I took charge of the work of this Commission 
as its Chairman on the 7th March 1955 not without hesitation and, 
indeed, with considerable diffidence. The untimely and unexpected 
death of the late Shri Justice G. S. Rajadhyaksha had meant for 
me a personal loss tragic beyond al! words. By his long and varied 
experience in dealing with industrial disputes, by his affable temper 
and balanced approach late Shri Justice Rajadhyaksha v^as an ideal 
Chairman for the present assignment. The knowledge that, by 
accepting Government invitation to take up this work I was attempt¬ 
ing to fill the void left by the departure of the late Shri Justice 
Rajadhyaksha profoundl.y disturbed me with many unpleasant 
feelings, he.sitation and diffidence being the most dominant amongst 
them. I knew I was a stranger 1o the field which had to be covered 
by the present enquii'y, and I was not at all confident that I would 
be able to do justice to the complex problem presented by the 
assignment. However, a request from Government to take up this 
work appeared to me to be a call of duty which could not be 
reasonably resisted. That alone is my justification for having taken 
■charge of the work of this Commission as its Chairman. 

A judge who takes up such an assignment is never likely to 
over-rate his competence to discharge his duties in that connection. 
The decision of industrial disputes in a modern democratic Welfare 
State does not rest merely on arithmetical considerations, nor even 
solely on considerations of economics. As the thesis developed by 
Mrs. Barbara Wootton eloquently indicates, the discovery that the 
determination of a wage structure in a modern industry involves, 
to some extent, ethical and social considerations has changed the 
complexion of industrial adjudication in the present age*. In asses¬ 
sing the relative importance and validity of the cases placed before 
an Industrial Tribunal by the trade or industry and the employees, 
a judge must inevitably depend upon the technical advice which 
may be available to him and must patiently weigh the respective 
arguments which are urged before him. Usually, he is new to the 
subject of industrial disputes and must approach his task in the 
proper scientific spirit of enquiry. He may perhaps be able te 
claim that, by his experience at the Bar and on the Bench, he has 
been trained to consider problems presented before him for his 
•decision in a detached and objective manner by weighing carefully 
the pros and cons urged before him by the parties in support of 
their respective contentions. It is obvious that the decisions of an 
Industrial Tribunal must be informed with wisdom and fairness. An 
attempt must always be made to reach conclusions expeditiously 
and with a faithful regard, not only to the interests of the contesting 
parties before the tribunal, but also to those of the public weal. A 
judge must no doubt be able to re.spond to what Justice Holmes so 
aptly described as “the felt necessities of the times.” But, neverthe¬ 
less, his ultimate decision must not be influenced by any bias, even 
sub-consciously, and it must always rest on a logical and dispas¬ 
sionate consideration of the data placed before him. All I can say 

• “TTic Social Foundations of Wage Po\icy” Allen & Unwin, 1955 . 
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is that I have tried my best to discharge my duties as the Chairmaik 
of the Commission fairly and impartially. 

I have been writing in the first person singular so far and the 
use of the first person singular has been adopted throughout the 
report; but I must hasten to add that, as Chairman of the Commission, 
it has been my pleasure and my privilege to work with the whole- 
of the team in a spirit of genuine partnership. A very large volume 
of information consisting of statistical data was received by the 
Commission in reply to the questionnaire issued in that behalf. 
This information was scrutinised, collated and edited for punching 
cards by members of the staff under the able supervision and active 
guidance of Shri Gogate, who has worked as the Superintendent 
of the staff. I know that the whole of the staff was working under 
pressure and so I think it is my duty to thank them for the whole¬ 
hearted co-operation which they gave me throughout the period 
that they worked with the Commission. A team of research officers 
consisting of Sarvashri Nadkarni (Officer on Special Duty), Chanda- 
varkar, Mathai and Bose assisted me by preparing notes on individual 
banks and on several other relevant topics which had to be consider¬ 
ed by me in conducting the present enquiry. These officers were 
given full freedom to approach all the questions in their own. 
respective ways and the notes prepared by them were treated by 
the Commission as the basis for the discussion of the topics covered: 
by the report. I must express my thanks to these officers for the 
efficient manner in which they carried out their work. Shri Korke,. 
the Secretary, has been of great assistance to me. He has not only 
supervised over the working of the staff in a very able manner, 
but he has also prepared critical notes on the position of all the 
major banks and has besides taken active part in all the discussions 
that I held with the Advisers of the Commission. Shri Subramanian, 
one of the Statistical Advisers, who was present with the Commis¬ 
sion on most of the important occasions, gave me the benefit of 
his large experience in matters which fell within the purview of 
the Commission. Shri Adyanthaya, the other Statistical Adviser, 
assisted me on all statistical problems in a very efficient manner. 
Whenever it became necessary to prepare charts and study them, 
or to evolve formulae and examine their application to any questions 
with which the Commission was concerned, Shri Adyanthaya was 
always ready to help me in an unassuming, but a very able manner. 
The association of Shri Savkar as the Banking Adviser to the Com¬ 
mission has been a source of considerable strength to the (Commission- 
itself. I have naturally attached great importance to the views 
expressed by Shri Savkar on all relevant problems and I wish to 
express my appreciation of the assistance which he invariably gav& 
me throughout the period I was working as the Chairman of the- 
Commission. It would indeed be no exaggeration to say that all- 
persons connected with this Commission worked in a spirit of perfect; 
co-operation and so the work of the Commission can be appropriate¬ 
ly described as work carried on in partnership. As was inevitable, 
the approach of all of us to the important and relevant questions, 
was not always the same or uniform. But, on the whole, it can be 
stated that most of the conclusions recorded in my report received 
the approval of all the Advisers without any reservation. If there^ 
is any merit in the approach adopted in the report, or in the conclu¬ 
sions recorded by me, I would cheerfully share the credit for that 
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merit with all my colleagues. If, however, there is any defect in 
the approach or any infirmity in the conclusions, I must naturally 
take the whole of the responsibility myself. This Commission is a 
one-man Commission and in the ultimate analysis it is my duty 
and my responsibility to adopt a proper approach and to come to 
valid conclusions. 

My thanks are also due to Shri Rama Rau, the Governor of the 
Reserve Bank of India, who was very helpful to the late Shri Justice 
Rajadhyaksha and, after him, to me. He generously agreed to loan 
to the Commission the services of many of the employees in the 
Reserve Bank and he spared the services of Sarvashri Nadkarni, 
Chandavarkar and Bose. Besides, he allowed Shri Korke to work 
as the Secretary of the Commission and permitted Shri Savkar to 
be associated with the Commission as its Banking Adviser. The 
work of tabulating and consolidating the material received from 
banks had to be done on the Power Samas machines of the Reserve 
Bank. Shri Murti, Deputy Director of the Statistical Division, did 
his best to co-operate in this matter, and but for his help and the 
active assistance of the staff that worked under him it would not 
have been possible for the Commission to get all the material 
tabulated and consolidated in proper time. That is why I think it 
is my duty to offer my thanks to Shri Murti and his staff as well. 
My thanks are also due to Shri D. K. Kunte, the Speaker of the 
Bombay Legislative Assembly, for having allowed the Commission 
the use of a substantial portion of the Council Hall at Bombay and 
of the Council House at Poona at my request. 

It is also my pleasant duty to thank banks and their employee.^ 
for the helpful attitude they adopted during the course of the 
enquiry. A large number of banks sent their answers to the ques¬ 
tionnaire issued to them in spite of the fact that the questionnaire 
was exhaustive and must have required considerable labour on the 
part of banks to collect the information required and to send it in 
tabulated form prescribed therein. At the commencement of the 
hearings it was apprehended by some of the bankers that an 
attempt to hear the cases of individual banks in the presence of both 
the parties might add to the bitterness between them. Fortunately, 
these apprehensions turned out to be false and the whole of the 
enquiry was conducted in an atmosphere of cordiality and friendli¬ 
ness. All the representatives of employees put their cases before 
me with great ability and without over-stating their claims. I think 
it is a tribute to the reasonableness of both the parties that at no 
stage of the public hearing of the dispute was I required to intervene 
in the debate to regulate the arguments or to rule out the use of 
aqy unparliamentary expressions. The tone of the debate was 
throughout maintained at a high level and my thanks are naturally 
due to all the parties. 

I must also express my grateful thanks to my economist friends 
who, at my request, were good enough to meet me and Adviser 
Savkar informally and to give us the benefit of their views on 
some of the points which I discussed with them. Dr. John Mathai, 
Dr. D. R. Gadgil, Shri Sonalkar, Shri Varde and Shri Godwala 
kindly agreed to my request to meet me and Shri Savkar and freely 
discussed with us the points on which I consulted them. I must 
likewise thank Shri Rama Rau, the Governor of the Reserve 
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Bank, who at my request discussed with me some of the general 
points involved in my enquiry and thus gave me an opportunity to 
understand his point of view. 

The present banking dispute has made history in a very unfortu¬ 
nate sense. The career of this dispute has run through a chequered 
and tortuous course. The story begins with the amendment of the 
Industrial Disputes Act (XIV of 1947). It was represented to 
Government by thq Reserve Bank of India that it would be in the 
interest of the banking business of the country if the dispute between 
banks and their employees was dealt with on a national basis; and 
presumably with the concurrence of bankers and bankmen Govern¬ 
ment suitably amended the Industrial Disputes Act, 1947, with a 
view to setting up an all-India Tribunal to deal with the banking 
dispute. An all-India Tribunal presided over by Shri Sen then 
came to be appointed on the 13th June 1949. Unfortunately, one of 
the Members constituting the Tribunal was absent from the sittings 
of the Tribunal for some time and that led to all the subsequent 
troubles. The Act under which the Tribunal had been constituted 
did not provide for an appeal against the award of the Tribunal. 
The validity of the award was nevertheless challenged by banks by 
prefejring an appeal to the Supreme Court on the ground that 
the Tribunal had not been properly constituted during a substantial 
part of the hearing of the dispute and this challenge was upheld 
by the majority judgment of the Supreme Court delivered on the 
9th April i951. Four learned Judges of the Supreme Court headed 
by the late Chief Justice Kania accepted the plea of infirmity raised 
by bankers and held that the award was wholly invalid, whereas 
three other learned Judges headed by Shri Justice Fazl Ali delivered 
a minority judgment expressing their dissent from the majority 
view in unusually strong terms. The invalidation of the award 
inevitably led to all the subsequent steps. Three Tribunals came 
to be appointed. The Chairman and . Members of one of these 
Tribunals resigned owing to objections raised against their com¬ 
petence. Two more Acts came to be passed; the Industrial Disputes 
(Appellate Tribunal) Act (XLVIII of 1950) and the Industrial Dis¬ 
putes (Amendment and Temporary Provisions) Act (XL of 1951). 
After the Appellate Tribunal decision was published. Government 
came out with their modified decision. That led to the appointment 
of the present Commission and after the report of the Commission 
is received and considered by Government, Government will come 
to their final conclusions in the matter. On the publication of these 
conclusions, the dispute will come to an end. I have no doubt 
that many banks now rue the day when they scored the technical 
and legalistic victory over their employees by challenging the 
validity of the Sen Award before the Supreme Court. It is not 
surprising that, since the dispute has spread over nearly six years, 
it has resulted in bitterness in the minds of bankers and frustration 
in the minds of employees. 

As I sign my report, I feel almost tempted to pray that the final 
conclusions in this matter, which Government may reach after 
considering my report and recommendations, should bring to an end 
the tortuous story of the present dispute and establish in the banking 
business of this country peace and harmony. In the context of 
to-day, banks and bankmen together owe a duty to the State. Indeed, 
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in the present hour of glory when the State has embarked upon 
the adventure of building a socialistic pattern of society in the Union 
of India, all of us have a duty to perform. Banks and Bankmen 
can help the process to a large extent if, in partnership with each 
other, they play their legitimate part in the fulfilment of the Second 
Five Year Plan. It would, I think, not be unfair to say that in the 
past banks have worked purely as commercial institutions working 
primarily for profit. In the context of to-day, however, in their 
policies and their management banks will have to allow fair and 
reasonable scope to considerations of social service and the necessity 
of affording credit facilities to smaller rural areas in the country. 
I trust, when Government announce their final decision in this 
matter, they will authoritatively appeal to banks and bankmen to 
forget the past and look to the future of the banking business with 
confidence and in a spirit of genuine partnership. The present hour 
in the progress of our country is of historical importance. In this 
hour, it seems to me that all of us must hearken to the call of duty. 
May I conclude this foreword with the eloquent words of William 
Morris? Says William Morris: — 

“Take courage and believe that we of this age, in spite of all 
its torment and disorder, have been born to a wonderful 
heritage, fasliioned of the work of those who have gone 
before us; and that the day of the organization of man is 
dawning. It is not we who can build up the new social 
order; the past ages have done most of that work for us; 
but we can clear our eyes to the signs of the times, and 
we shall then see that the attainment of a good condition 
of life is being made possible for us, and that it is our 
business to stretch out our hands to take it.” 




CHAPTER I 


THE COMMISSION AT WORK—A BRIEF ACCOUNT OF THE 

PROCEEDINGS. 

On the 17th September 1954, the Minister for Labour made an 
•announcement in the Lok Sabha regarding the appointment of a 
A .oi tment f Commission to conduct a full enquiry into 

tluCommUsion the bank dispute and to make its recommendations 
to Government on the basis of its findings. By 
Government of India Resolution No. LR.-100(56)/54 published in 
Part I—Section 1 of the Extraordinary Gazette of India dated the 
17th September 1954, the late Hon’ble Shri Justice G. S. Rajadhya- 
ksha, a judge of the Bombay High’ Court, was appointed Chairman 
and sole member of this Commission and the terms of reference 
to him are stated below. 

“(1) To enquire into and ascertain the effects on the emoluments 
which the employees were in receipt of prior to August 1954, 

(a) of the Appellate Tribunal Decision without modification, 

(b) of the Appellate Tribunal Deci.sion as modified by Gov¬ 
ernment’s Order No. S.R.O. 2732, dated the 24th August 
1954. 

(2) To ascertain 

(a) the additional burden on individual banks that would 
have been caused by the Appellate Tribunal Decision 
over the expenses under the frozen Sen Award, 

(b) the extent and amount of relief obtained by them as a 
result of the modifications made by Government, 

(c) the additional expenditure now to be borne by banks 
under the modified decision over the expenditure incur¬ 
red under the frozen Sen Award/that would have been 
incurred under the Sastry Award. 

(3) To scrutinise the information already collected and to collect 
further information relevant to the consideration of these issues. 

(4) To recommend, having regard to the facts ascertained and 
to the need for ensuring an equitable treatment to bank employees 
■consistent with the capacity to pay of the various classes of banking 
companies or individual units, 

(a) whether the Appellate Tribunal Decision, as modified, 
should be continued, 

(b) whether the Appellate Tribunal Decision should be re¬ 
stored and if so, whether fully or in part, 

(c) whether the Appellate Tribunal Decision should be 
. enforced with any other modifications considered neces¬ 
sary. 

In considering this, due regard should also be paid to the desir¬ 
ability of avoiding widespread closures of banking companies or 
'their branches, to the necessity to promote development of banking 
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in the country generally and in rural areas in particular and to any 
possibilities of effecting economies in the expenses of banking com¬ 
panies. 

(5) To consider and recommend what special modifications, if 
any, are necessary in the Decision in order to encourage the spread 
of banking facilities in the Class IV areas of Part ‘B’ States and 
Part ’C’ States other than Delhi, Ajmer and Coorg.” 

A copy of the abovementioned notificaiton is attached as Appendix 
1(A) to this report. The late Shri Justice Rajadhyaksha took over 
charge of the post of the Chairman of the Commission as from the 
1st October 1954. The powers of the Commission were later defined 
in a Government Notification No. LR-100(6])/54 published in Part 
II—Section 3 of the Extraordinary Gazette of India dated the 18th 
October 1954 [Appendix 1(B)]. During the course of the enquiry, 
however, the late Shri Justice Rajadhyaksha suddenly took ill and 
died of heart failure on the 9th February 1955. By Government 
Resolution No. LR-100(9)/55 published in Part I—Section 1 of the 
Extraordinary Gazette of India dated the 25th February 1955, I was 
appointed as the Chairman and the solo member of the Commission 
to conduct and complete the work of the enquiry [Appendix 1(C)]. 
By a notification No. S.R.O. 597 dated the 12th March 1955 all the 
provisions of the Commissions of Inquiry Act, 1952 (LX of 1952), 
including those contained in sub-sections (2), (3), (4) and (5) of 
section 5 were made applicable to the Commission as reconstituted. 
I took over charge as from the 7th March 1955. 

2. The late Shri Justice Rajadhyaksha after taking over charge 
of his post set about to appoint the Advisory Body and the Socre- 
c » 1 . 111 . t e lariat of the Commission. The services of Shri 
the Secretariat" S- Savkar, Director of Banking Research, Depart¬ 
ment of Research & Statistics, Reserve Bank of 

India, Bombay, were lent by the Bank to Government in the capa¬ 
city of Adviser (Banking) while Shri N. K. Adyanthaya, Director, 
of Labour Bureau, Simla and Shri S. Subramanian, Joint Director,. 
Central Statistical Organisation, New Delhi, both of the Government 
of India were appointed Advisers (Statistics). Shri W. T. Korke, 
Assistant Chief Officer, Department of Banking Operations, Reserve 
Bank of India, Bombay, was at the same time appointed Secretary 
of the Commission. As the work entrusted to the Commission was 
of a specialised nature it was necessary to recruit staff experienced 
in the work of inspection of banks, collation of statistical data and 
the scrutiny of bank returns and balance sheets; besides, it was 
essential that the staff should be quite reliable having regard to the 
highly confidential nature of the Commission’s work of enquiry. 
Most of the personnel of the Commission was, therfore, Rafted 
from the staff of the Reserve Bank of India. 

3. The work commenced with a skeleton staff consisting of three 
Advisers and the Secretary, as stated above, two Research Officers, 
a Research Superintendent and a clerical and stenographertypist 
staff of about 11. Additions to this staff had, however, to be made 
from time to time when necessity arose imtil its maxi mu m strength 
consisted of, besides the Advisers and the Secretary, five Officers, 
(including my Private Secretary), one Superintendent, 24 clerks, 
four stenographers and two typists with an adequate number of 
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subordinate staff attached. In the final stages of the Commission’s 
work this staff was reduced according to requirements. 

4. The ofiRce of the Commission was initially established in the- 
premises of the Council Hall, Bombay on the 19th October 1954; 
but it had to be shifted to the Central Government Building, Bombay 
on the 3rd February 1955 as the Winter Session of the State Legisla¬ 
ture was to be held in the Council Hall from that month. On the 
termination of the Session, however, the Commission’s office was 
reshifted to the Council Hall, Bombay on the 15th April 1955. After 
the hearings of banks and their groups as well as of associations of 
employees was over the Commission went on tour to Poona in the 
third week of June 1955 for the purpose of drafting and finalLsing 
its report and during this period it occupied a portion of the Council 
House. 

5. On the appointment of the Adviser (Banking) and the Secre¬ 
tary, the Commission commenced its work on the 9th October, 1954 
Commencement when the recruitment of the necessary staff and the 
of work-question- preparation of the Commission’s questionnaire were 
naire prepared simultaneously taken up. The questionnaire to be 
issued to banks had necessarily to be a very comprehensive one so 
that the replies received thereto would contain all information 
relevant to the issues before the Commission. The draft question¬ 
naire when prepared was discussed with the representatives of both 
banks and employees and their suggestions were taken into con¬ 
sideration while finalising the same. The representatives of bankers 
had initially opposed the disclosure to the Commission of certain 
confidential type of information such as the inner reserves of banlcs 
but they later agreed to supply it in a sealed cover addressed; 
personally to the Chairman which they stipulated should not be 
disclosed to the employees. The All India Bank Employees’ As¬ 
sociation which claims the largest following amongst bank employees, 
however, did not co-operate with the Commission at this stage. The 
questionnaire was issued to banks on the 21st October 1954 with a 
request to return the same duly completed not later than the 15th 
November 1954, Subsequently, at the request of banks, the period 
for submission of their replies to the questionnaire was extended 
upto the 30th November 1954. During this period from time to- 
time additional information was also asked for from banks by issu¬ 
ing to them separate circulars. The form of the questionnaire as 
duly amended by these circulars is reproduced in Appendix II. 

6. The original dispute referred to the Sastry Tribunal applied to 
129 banks (Appendix III) out of which only one, i.e- the Union Bank 

of India, was exempted from the application of the 
naBjrv account of its having arrived at a settle- 

“ * 9 y ment with its employees. A cursory examination 

of the present position of these banks showed that some of them 
had either gone into liquidation or were struck off the register or 
were vmtraceable or had converted themselves into non-banking 
companies, as there was no point in addressing the questionnaire to 
such banks except to those which had gone into liquidation, it was 
decided not to send it to them and in the case of the latter their 
respective liquidators were addressed. The questionnaire was sent 
to 14 such banks and to 91 others which were supposed to be 
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working normally. None of the liquidators of the banks addres¬ 
sed, however, agi’eed to submit replies to the questionnaire 
as they pleaded non-availability of the relevant records. 
Iti was, therefore, decided to exclude these banks from 
the scope of the enquiry. Figures of two A class (foreign) banks 
were also incomplete as one of them, the British Bank of the Middle 
East, had commenced business in India only from the 1st January 
1954 having taken over the business of the Nationale Handelsbank 
which had originally been made a party to the dispute. The other 
bank viz. the Habib Bank, had sent all its past records in respect of 
its branches in India to its head office at Karachi as it intended closing 
all iis branches in this country- The applications of one C class bank 
viz. the Vysya Bank and one D class bank viz. the Salem Bank for 
exclusion iiad been recorded by the Labour Appellate Tribunal under 
the plea that tl:icy had arrived at a settlement with their employees. 
Ail those lour banks v/ere also, therefore, excluded. On a scrutiny 
of the replies j-eceived from the other banks, first by a comparison 
with the material already available with the Commission and later 
by an examination of tiieir work sheets, about which details are given 
in the next paragraph, it was revealed that a number of banks had not 
submitted correct returns in spite of protracted correspondence car¬ 
ried with them. It v/as, therefore, decided to exclude them as well as 
some others which were not working normally e.g. displaced banks, 
from the consolidation of the data and preparation of the detailed 
statements which form the basis of this report. The remaining 67 
banks whose figures have been consolidated in the statistical state¬ 
ments attached to this report are shown in Appendix III (A). They 
include all the important banks comprising 7 A class (Indian), 11 A 
cla.ss (foreign), 8 B class, 23 C class and 18 D class banks. These 67 
banks are hereafter referred to as ‘reporting banks’. A list of banks 
whose figures have not been included in the consolidation, giving 
reasons therefor, is given in Appendix III(B). 

7. In view of the vast amount of work involved in computing the 
figures required under the questionnaire, banks were permitted 
Task of examining, to submit their replies section by section when ready* 
classifying and con- replies which came in driblets disclosed, when 
Irial^ ^ “^’compared with the data contained in the Statistical 
Tables published by the Reserve Bank of India, that banks had not 
properlv understood the implications of some of the item of the 
questionnaire and had, therefore, in most cases, supplied incorrect 
figures. This involved the Commission into a protracted correspon¬ 
dence with them thereby delaying the process of consolidation and 
tabulation. In order to be further satisfied that banks had followed 
the correct procedure in the compilation of the returns, the manage¬ 
ments of A, B and C class banks were asked by the Commission in 
December 1954 and January 1955 to depute their officers to its office 
at Bombay along v.dth the relevant work sheets to enable it to examine 
and scrutinise the same with a view to satisfying itself about the cor¬ 
rectness of the returns. A test check was made of the work sheets 
thus produced and whenever discrepancies were noticed banks were 
asked to submit the returns on correct lines. In order, however, to 
save the D class and displaced banks from the heavy expenses of 
sending their representative to Bombay, some of the officers of the 
Commission visited important centres such as Calcutta, Madras, Delhi, 
Cochin, (Ernakulam) and Trichur where the representatives of banks 
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which had their head offices in their vicinity were asked to appear 
before them along with the relevant work sheets for the purpose of 
the scrutiny thereof. The revised returns corrected on the lines in¬ 
dicated as a result of this scrutiny were received finally at the Com¬ 
mission’s office as late as the middle of March 1955. 

8. In addition to the questionnaire sent to banks, certain other 

institutions were also addressed soliciting information from them 
Ajj. . , . r some matters which had a bearing on the points 

f"' issue. Thus the Reserve Bank of India was re¬ 

quested for its views on certain relevant topics and 
also for information to serve as a supplement to the information re¬ 
ceived from banks and as a cross-check on the latter. Certain first class 
commercial and industrial institutions representing a cross section of 
the various types of industries and commercial organisation in the 
country supplied the Commission, at its request, information relating 
to the emoluments received by their top-ranking officers. Leading 
banks in foreign countries were also requested to provide the Gom- 
mi.ssion with data relating to their earnings as well as establishment 
expenses with certain break-ups- Except ior two banks in the Scandi¬ 
navian countries others expressed their inability to supply such 
information. The Commission also invited some economists and 
bankers for an informal discussion on matters of topical interest re¬ 
levant to the enquiry. Finally, the Commission invited a,ssociations 
of banks and their employees to submit their views in respect of the 
points referred to the Commission. These views have been duly 
studied and the suggestions made therein have been taken into con¬ 
sideration by the Commission while arriving at its conclusions- 

9. As stated earlier both bankers and employees were consulted 
frequently during the course of the fact-finding enqumy. In order 
Appointment of facilitate such frequent consultations, associa- 
Liaison Commi- tions of banks and employees were requested 
ttees of Employers early in October 1954 to nominate their representa- 
and Employees tjves on the respective Liaison Committees Ac¬ 
cordingly the Bombay Exchange Banks’ Association and the Indian 
Banks’ Association nominated one and two representatives respective¬ 
ly and the Imperial Bank of India was also allowed one representa¬ 
tive. In the case of employees’ associations, however, the All India 
Bank Employees’ Association had initially refused to co-operate with 
the Commission and, therefore, did not nominate its representatives 
on the Committee. The Imperial Bank of India Staff Federation and 
the Indian National Trade Union Congress agreed to co-operate and 
were allowed four representatives each. In January 1955 the All 
India Bank Employees’ Association reversed its earlier decision and 
agreed to co-operate with the Commission’s work. It was, therefore 
allowed to nominate five representatives on the Committee with a 
panel of 12 advisers. In giving representation to associations on these 
committees, the policy generally followed was to give representation 
only to associations or federations of banks and of employees of All 
India importance. For this reason, the All India Central Bank 
Employees’ Association was also allowed to nominate two represen¬ 
tatives on the Employees’ Liaison Committee assisted by two 
advisers. In a few cases like the Indian Bank and the Indian Over¬ 
seas Bank Employees’ Unions, which had certain special points to 
place before the Commission, the individual bank units of the em¬ 
ployees’ associations were allowed to attend and take part in the 
meetings held with the representatives of their respective banks. 
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10. The first meeting of the Employees’ Liaison Committee was^ 
held on the 1st November 1954 and that of the Bankers’ Liaison Com¬ 
mittee on the 11th November 1954 when the questionnaire was ex¬ 
plained to them item by item. It was also decided in the latter meet¬ 
ing, which of the information contained in the various items of the 
questionnaire should be made available to the representatives of the 
employees, either separately for individual banks or in a consolidated 
form class-wise, to enable them to scrutinise the same and base their 
representations, if any thereon. A note showing the nature of infor¬ 
mation disclosed to or withheld from employees is given as Appendix 
IV. No meetings of the committees were thereafter held for nearly 
five months as the materials received from banks was being scrutinis¬ 
ed and tabulated during this period. While forwarding the ques¬ 
tionnaire to banks, however, individual banks which were not mem¬ 
bers of any associations, were asked to make, if they so desired, any 
re^presentation to the Commission regarding their position vis-a-vis 
the decision of the Labour Appellate Tribunal and its subsequent 
modification by Government. Certain associations of banks or sub¬ 
groups thereof as well as a number of individual banks sent their 
representatives to Bombay to make their representation to the Com¬ 
mission personally and these were given separate hearings. Minutes 
of the relative meetings as also of those of the Bankers’ and the 
Employees’ Liaison Committees were duly recorded- (A list of all 
these meetings is given in Appendix V-A and that of members of the 
Bankers’ and Employees’ Liaison Committees is given in Appendix 
VI-A). 


11. By the end of April 1955, tabulated statements showing the 
position of individual banks as well as classes of banks were complet- 
Hearines of the ed and it was decided to start discussions on the re¬ 
cases of individual levant issues. As one of the terms of reference of 
the Commission stipulated assessment of the capacity 
to pay of each bank individually, it was decided to discuss the figures 
of the individual banks in meetings with the representatives of the 
employees as also of those particular banks so that both the sides 
would be given an opportunity to state their cases. A time schedule 
was accordingly drawn up for discussion of the individual bank cases 
for the A class (Indian), B class and C class banks- By this time as 
the exchange banks had through their Association informed the Com¬ 
mission that they had never disputed their capacity to bear the ad¬ 
ditional burden that might be imposed upon them as a result of the 
implementation of the Labour Appellate Tribunal decision, no sepa¬ 
rate meetings with the individual banks’ representatives of this class 
were held but matters concerning their capacity to pay as a class 
as well as other related matters were discussed in a joint meeting 
of the representatives of all exchange banks and of employees. No 
hearings were given to the D class banks individually as the modifi¬ 
cation by Government of the Labour Appellate Tribunal decision had 
not, except for the provision as to exemption of areas, materially 
affected their position or that of their employees, A schedule show¬ 
ing the dates of the meetings with the individual banks and. the 
names and designations of the representatives who appeared before 
the Commission on their behalf is given as Appendix V-B to this re¬ 
port and the representatives of employees who attended these meet¬ 
ings are listed in Appendices VI-A(ii) and VI-B. 
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12. Before the hearings of individual banks were taken up critical 
notes on their working as well as an estimate of their gross earnings 
Studies ouiudlvid-and expenses position projected over a period of tlxree 
uai banks and class-years (upto 1957) were prepared by the officers 
es of banks attached to the Commission. This was done in order 

to ascertain the effect of the Labour Appellate Tribunal decision and 
Government modified decision on the total emoluments of employees 
received by them prior to August 1954 as well as the extent of the 
burden that would be cast on individual banks and classes of banks 
over their respective position under the frozen Sen award- This 
information in respect of the different classes of banks required to 
be collected under the terms of reference nos. 1 and 2 is given in 
details in statement no. 14. The notes referred to above also dealt 
with the question of judging the paying capacity of each bank indivi¬ 
dually and of classes of banks- These notes were discussed by me 
in joint meetings with the Advisers and the Secretary and my deci¬ 
sions in respect of individual banks and classes of banks were reach¬ 
ed in the light of these discussions. 


13. The hearings of individual bank cases commenced by putting 
to the representatives of bankers and employees certain questions of 
Procetiure for general interest. A list of these questions is attach- 
^ Appendix VII. After recording the replies of 

^1 bantu the representatives to these questions the banks’ 

representatives were asked whether they pleaded inability of their 
banks to bear the additional burden that might be imposed upon them 
as a result of the implementation of the Labour Appellate Tribunal 
decision. In case the banks’ represeniatives did not dispute their 
ability to bear this additional burden, no further discussion took 
place on this point and other matters of interest like the exemption of 
areas and application of the Labour Appellate Tribunal decision with¬ 
out cuts were discussed. In case, however, the banks’ representatives 
pleaded inability to bear the additional burden, the employees’ re¬ 
presentatives were asked to put forth their arguments on the basis 
of the figures supplied to them. Only representatives of associations 
or unions of employees which were concerned with the particular 
bank were allowed to take part during these discussions. The pro¬ 
ceedings of the meetings were recorded and copies of brief minutes 
thereof were supplied to the banks concerned for their information 
and record and in case nothing further was heard from them in this 
connection it was assumed that they had accepted the accuracy of 
whatever had been recorded in the minutes. 

14- The hearings in respect of individual banks which commenced 
on the 4th May 1955 were completed on the 2nd June 1955. By this 
„ . , , time the Commission had acquired comprehensive 

polnte information regarding and a fairly accurate assess¬ 
ment of the general financial position of banks. In 
order to be able to come to a tentative decision as regards the capa¬ 
city to pay of the various banks as well as classes of banks, a joint 
meeting of both the Liaison Committees of bankers and employees 
was held on the 6th June 1955 when relevant questions relating to 
the dispute were discussed. Another meeting of the Employees’ 
Xiaison Committee was also held on the 16th June 1955 in order' 
to discuss with them certain additional points. 
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15- During its enquiry the Commission was presented with a 
special problem viz., that of banks incorporated in the Travancore- 
_ Cochin State. Although only 17 out of a total of' 

Coch^ these banks were parties to the dispute^ 

their small size and peculiar constitution, as weU as 
their methods of operation, prima facie, supported the representations 
made by them to the Commission requesting for exemption from the 
operation of the decision. It was, therefore, decided that the work¬ 
ing conditions of these banks should be investigated and examined 
on the spot with a view to arriving at a decision in respect thereof 
and the late Shri Justice Rajadhyaksha accordingly made a rapid 
study lour of the State in the second week of January 1955 accom¬ 
panied by the Adviser (Banking) and the Secretary. The party visited 
Cochin (Ernakulam), Kottayam, Trichur and Trivandrum and met 
the representatives of banks, which are parties to the dispute and 
which have their head offices at these places or in their vicinity, 
as also of their employees- The representatives of the two Bankers’ 
Associations in the State viz., the Travancore-Cochin Bankers’ As¬ 
sociation and the Kerala Bankers’ Association as well as those of 
the Travancore-Cochin Bank Employees’ Association also met the 
Commi.ssion and placed their views before it. The Commisson was 
satislied that the problem of banks in Travancore-Cochin presented 
some special difficulties and, therefore, it has been considered sepa¬ 
rately as a problem by itself. 


16. To complete the narrative of the proceedings before the Com¬ 
mission, I think I ought to add that, at the initial stages of this 
enquiry, the late Shri Justice Rajadhyck'^ha had 
condffatim* made an earnest effort to bring about an amicable 
settlement of this dispute, but his efforts failed- 
After I took charge, I also tried my best to see if this bitter dispute 
could be brought to a happy end by compromise. My efforts also did. 
not bear any fruit. These efforts were made at the earlier stages 
of the enquiry when information collected had not been examined. 
Naturally, the basis of the approach then was to find out if bankers 
could be persuaded to accept a via media between the Government 
modified decision and the Labour Appellate Tribunal decision. The 
leading bankers, however, emphatically expressed their banks’ in¬ 


ability to bear any additional burden and so the pursuit of an amic¬ 
able settlement had to be abandoned- 



CHAPTER II 

BACKGROUND OF THE DISPUTE 

I IhinJc I should begin my report by giving a brief account of 
the background of the present dispute. 

17. As is well known, the impact of the second world war on cost 
of living was primarily responsible for intensifying the agitation on 

f 1 • labour for higher emoluments and better 

utc***"^ ™ conditions of service. The agitation conhned main- 

**** ly to labour employed in mills, factories and other 

industrial concerns in the early years of the war, gradually spread 
to the middle class employees serving in banking instituiions, in¬ 
surance companies and other commercial establishments. About the 
middle of 1946, the dispute between banking companies and their 
employees resulted in the serving of sti ike notices on several banks. 
The unrest was particularly acute in Bombay, Bengal and the U P. 
The State Governments concerned intervened in these disputes and 
referred them to adjudication by Tribunals appointed for the purpose. 

18. In Bombay, Shri H. V. Divatia passed a consent award in the 
dispute between the Bank of India and its employees (other than 
officers) working at the head office and branches in the city of 
Bombay and its suburbs. This award was published in the Bombay 
Government Gazette dated the 15th August 1946. A few months 
later, Shri Divatia’s services were again utilised in connection with 
a comprehensive enquiry into the dispute between 30 specified bank¬ 
ing companies and their employees in Bombay. The award which 
followed, known as the Divatia award, was published on the 9th 
April 1947- The benefits accruing to the employees under this award 
were later extended to bank employees in Ahmedabad by means of a 
separate award given by Shri Divatia and the same was publi.shed 
in the Bombay Government Gazette dated the 22nd April 1948. 

19. At about the same time as the conciliation proceedings in 
respect of 30 banks in Bombay were concluded, Shri R. Gupta, in 
Calcutta, was called upon to arbitrate in the dispute between the 
Imperial Bank of India and its employees in the Bengal Circle. His 
award was given on the 4th August 1947 and certain clarifications 
in regard to it were published in the Calcutta Government Gazette 
Extraordinary dated the 6th September 1947- The Gupta award was 
followed by a separate award in the same dispute by Shri S. C. 
Chakravarty on points not referred to Shri Gupta, and subsequently 
by several other awards by various Adjudicators in the disputes 
between certain other banking companies and their employees in. 
Bengal. The more important of these were the awards given by Shri 
S. K- Sen in the dispute between the Central Bank of India and its 
employees in Calcutta and other offices in Bengal. 

20. In the U.P., Shri B. B. Singh, Labour Commissioner, was called 
upon to arbitrate in the dispute between 40 individual banking com¬ 
panies and their workmen in all their establishments. Thirteen 
specific issues were referred to Shri Singh by Government and hia. 

9 
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findings thereon were enforced by a Government Order dated the 
15th March 1947. However, soon after, certain differences regard¬ 
ing the interpretation and implementation of the terms of the award 
arose between employers and employees. As a result, the U.P., Gov¬ 
ernment appointed a Conciliation Board under the Chairmanship of 
Shri R. S. Nimbkar for the purpose of interpreting the terms of the 
B. B- Singh award and revising it, if necessary. Shortly after the 
Board commenced its working, Shri Nimbkar died and Shri Bind 
Basni Prasad was appointed in his place. The Conciliation Board 
concluded its labours by February 1949 and submitted an interim 
report containing the ciarifications of certain points in the Singh 
award- The recommendations made in the report were made effective 
by a Government Order dated the 18th April 1949. Meanwhile, as a 
result of the representations made by banks to have disputes settled 
by some central organisation, the Central Government, by an 
Ordinance viz. Industrial Disputes (Banking and Insurance) Ordi¬ 
nance, took over the responsibility for resolving the industrial dis¬ 
putes of banking companies having establishments in more than one 
Province (State) and their employees. Consequently, the proceed¬ 
ings that were pending before the Provincial Tribunals were abandon¬ 
ed. On the 13th June 1949 tlie Central Government appointed the 
All-India Industrial IVibunal (Bank Disputes) presided over by Shri 
K. C- Sen for the purpose of codifying for the first time the terms 
and conditions of service of bank employees all over India. The 
award of the Sen Tribunal was published in tlie Gazette of India 
dated the 12th August 1950. An appeal against this award was 
preferred by certain leading banks to the Supreme Court of India 
which by a majority Judgment delivered on the 9th April 1951, 
declared the Sen award void on account of some technical flaws 
in the constitution of the Tribunal- Following the annulment of the 
Sen award and the failure to secure a settlement through conciliation, 
the Government of India passed a temporary Act freezing the scales 
of pay and rates of allowances awarded by the Sen Tribunal and 
appointed in July 1951 an Industrial Tribunal with Shri H. V. Divatia 
as Chairman and two other members. Banking companies in Part B 
States were not included in the reference to this Tribunal. The Chair¬ 
man and members of the Tribunal resigned soon afterwards and the 
adjudication could not be taken up. In January 1952 another Tribu¬ 
nal presided over by the late Shri S. Panchapagesa Sastry to adjudi¬ 
cate de novo on the entire dispute between banks and their employees 
was constituted when for the first time banks in Part B States and 
their employees were made parties to the dispute. The award of 
the Sastry Tribunal was published in April 1953- It failed to satisfy 
employees and also some banks in C class. Appeals in respect of the 
provisions of the award were thereupon filed by both the parties 
before the Labour Appellate Tribunal of India. A Special Bench 
of the Labour Appellate Tribunal presided over by Shri F. Jeejeebhoy 
was constituted to hear these appeals and its decision was given on 
the 28th April 1954. In terms of this decision banks were allowed 
five months’ time to implement it. Before, however, it could be 
implemented, several banks appealed to Government to set aside 
the decision of the Appellate Tribunal as they felt that the total 
hurden imposed by it was entirely beyond their capacity to bear. 
Thereupon the Reserve Bank of India, under directions of the Cen- 
-tral Government, carried out a rapid survey of the possible effect 
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«if the decision of the Labour Appellate Tribunal on the working 
•of a sample of banks which were parties to the dispute. On a study 
■of the evidence so collected, the Central Government concluded that 
it was inexpedient on public grounds to give effect to parts of the 
•decision- Consequently, the Labour Appellate Tribunal decision was 
modified by them by an Order dated the 24th August 19541 This 
decision was debated in Parliament and ultimately Government 
.announced their decision to appoint a one-man Commission to help 
them to assess more fully the effect of the bank awards by examin¬ 
ing the question and making its recommendations as directed in the 
lerms of reference. 

21. In their effort to re-establish harmonious relations between 

-employees of banking companies and their employers, the various 
Brief Biunmary Adjudicators and Industrial Courts have attempted 
^theu^eriyiM evolve a satisfactory solution in the light of cer- 
featnres of^c principles of wage fixation and code of social 

various awards justice. It will be of interest here to recapitulate 
briefly the underlying ideas and main features of the more important 
of these awards some of which are regional while others have an 
all-India character. 

22. Till the appointment of the Sen Tribunal, the disputes bet¬ 

ween the bank employees and the management had been adjudicated 
_ , , . upon piecemeal and within the framewrok of the 

egona awar s legislation applicable to the localities where 

the disputes had their origin. These awards were, there 
fore, regional in character and limited in their scope and appli¬ 
cability- The problems dealt with by the regional bodies 
were confined to those which had been either raised 
specifically in the demands presented by the employees or had been 
referred to these bodies by the Governments concerned. While 
formulating their recommendations, the Adjudicators did not deal at 
any length with the principles and the factors that weighed with 
them in arriving at their conclusions. A perusal of these regional 
awards reveals some measure of agreement among the Adjudicators 
in their general approach. Thus, both Shri Divatia and Shri B. B. 
Singh felt it necessary to classify banks, that were parties to the 
dispute, into various groups according to their resources. Shri R. 
Gupta was concerned only with the dispute between the Imperial 
Bank of India and its employees in the Bengal Circle. He also 
examined the feasibility of grouping the brEmches of the bank in 
the whole of Northern India into several classes in view of the pre¬ 
vailing differences in the cost of living between the bigger cities 
and the mofussil areas. Shri Gupta’s approach to the question of 
basic wages was in consonance with the practice prevailing in the 
Government offices. He thus favoured a uniform rate of basic pay 
for each category of employees both in Calcutta and outside and 
•emphasised that there was no justification for maintaining different 
rates of pay for the same job because it happened to be done in 
•different places. Shri Gupta left it to the banks to decide to what 
extent the higher cost of living in bigger cities should be neutralised 
•by the grant of special allowances. 

23“ In the construction of the pay scales all the Adjudicators kept 
in view the desirable objective of securing to the employees a 
^‘decent livelihood” and in this regard relied extensively on the Re¬ 
port of the Central Pay Commission as also on such information as 
45 M of L—^3. 
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they could collect on comparative levels of wages in banks andf. 
Government offices. The award given by the late Hon’ble Shri 
Justice Rajadhyaksha in the dispute between the Posts and Tele¬ 
graphs Department and its non-gazetted employees was utilised in- 
one case of adjudication in Bombay. None of the other Adjudicators 
Jiowever, explained the reasons for selection of the specific scales, 
awarded. ‘ 

24. Some important matters like dearness allowance, bonus,, 
gratuity, etc., were dealt with by one or other of the above bodies. 
Thus, while Shri Divalia and Shri B. B. Singh gave directions re¬ 
garding payment of dearness allowance, Shri Gupta refrained from 
tackling this issue because the claim for dearness allowance had not 
been raised by employees. The question regarding payment of 
bonus was dealt with by Shri Divatia alone, while in the matter of 
gratuity Shri Gupta was concerned with problems relating to its 
payment to non-pensionable staff only. A comparative study of the 
views of these Adjudicators on some of the problems that vitally 
affect both employees and employers is thus hardly possible. The 
difficulties in this regard are enhanced by the lack of a full discussion 
of the considerations underlying some of the recommendations,, 
especially in the award given by Shri B. B. Singh. Thus, while in 
the Divatia award the absence of an official cost of living index for 
clerical employees and the difficulties in the determination of the 
co-efficient that could be applied to the cost of living index for the 
working classes to arrive at an index for clerical employees were 
cited as reasons for rejecting a scheme of dearness allowance on a 
sliding scale, the Singh award dismissed the whole matter by mere¬ 
ly stating that the scale of “dear food allowance” was fixed on the 
basis of the scales prevailing in banks and also on the recommenda¬ 
tions of the Pay Commission. In the matter of gratuity neither the 
Divatia nor the Singh award gave any specific reasons for holding; 
that gratuity is not an ex gratia payment. As to provident fund, 
while no enforceable award was given in this respect by either Shri 
Divatia or Shri R. Gupta, Shri B. B. Singh merely laid down a 
scheme for this purpose without stating specifically the reasons for 
the selection of the rates of contribution awarded by him. All the 
three Adjudicators, however, dealt with the question of medical faci¬ 
lities which should be provided to employees and were unanimous in 
their opinion that such facilities should be limited to employees 
only and not extended to their families. Further, both 
Shri Divatia and Shri Singh were agreed that only the bigger units 
amongst banks appearing before them should be asked to arrange' 
for free medical consultation for all their employees. In this case- 
also Shri Singh was silent regarding the considerations that weighed 
with him in exempting the C class banks from implementing this 
part of his award. 

25. In the awards of the all India Tribunals there is a considerable 
degree of similarity in approach to the basic problems involved in 
or arising from the subject-matter of adjudication 
All India awards though there have been differences in detail. Ilius,. 

as regards the basic approach to the problems^ 
it was agreed that— 

(i) the existing pattern of the banking structure in the countrjr 
does not permit of the fixation of a single scale of pay for 
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employees of all banks and, therefore, a classification of 
banks according to their resources (inasmuch as this 
factor is indicative of a concern’s capacity to pay) is 
essential; 

(ii) the diflerences in the cost of living in various parts of the 
country necessitates its division into certain specified 
areas as obviously it would not be correct to suggest the 
same scale of emoluments for expensive places like 
Bombay or Calcutta as for comparatively cheaper centres; 

(iii) in fixing the wage scales the capacity of the industry to 

pay should be taken into consideration; 

(iv) the total emoluments of an employee should provide for his 

physical needs as also for a modicum of comfort; 

(v) the rise in the cost of living should be compensated to a 

fair extent by the grant of a dearness allowance. 

26. Generally speaking, the principles of wage fixation followed 
by the Sen Tribunal bore a close affinity to the pronouncements of 
the Committee on Fair Wages on the subject, while the deliberations 
of the later Tribunals were admittedly guided by certain other 
practical considerations besides the Committee’s recommendations. 
The differences in approach became pronounced when they came to 
the actual fixation of wages and allowances and to certain matters 
aligned to the wage structure such as the application of efficiency 
bars, details regarding provident fund and gratuity schemes, etc. 
On the issue of bonus all the Tribunals were agreed that bonus is 
not an ex gratia payment. Only the Sen Tribunal awarded a bonus 
scheme for bank employees and it linked the quantum of bonus to 
dividened. The Sastry Tribunal apprehended legal difficulties in 
giving directions relating to bonus and only commended to the banks 
a scheme which it formulated in this regard. On the issue of medical 
benefits also the Tribunals recognised the need for providing medical 
facilities to their employees by banks but the limits set to the liability 
of banks in this behalf varied. In spite of differences regarding 
details there was almost complete agreement on matters of principle; 
the Tribunal^ differed only in the practical application of these 
principles. 

27. The decision of the Central Government modifying the decision 
of the Labour Appellate Tribunal differed from it in respect of some 
Government • of ffs conclusions. Thus, in view of the desirable 
nutdified deci- objectives of development of banking in rural areas, 

it created an additional area viz., area 4 comprising 
towns with population of 30,000 and less and exempted such areas 
in Part B and C States (except Delhi, Ajmer and Coorg) from the 
operation of the decision. It also attempted to provide some relief to 
banks in general by upholding, in its entirety, the Sastry Tribunal’s 
scheme of dearness allowance in preference to that of the Labour 
Appellate Tribunal. The Government modified decision accepted the 
Sastry scheme for fitting in employees in the new wage scale in pre¬ 
ference to the scheme adopted by the Labour Api^llate Tribunal. It 
also completely exempted the United Bank of India from the applica¬ 
tion of the decision. Similarly, recognising the need for affording 
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some relief to employees who, otherwise, would have faced a sudden 
reduction in their emoluments, the Government of India directed that 
the adjustment of the difference between their emoluments in March 
1954 and those they would be entitled to draw under the decision, 
should be spread over a period of three years. Th6 other amendments 
made in the decision were consequential. 



CHAPTER III 


THE TASK BEFORE THE COMMISSION 

28. It is necessary at this stage to determine the nature and scope 
of the enquiry entrusted to the Commission. It would be relevant 
Genesis f the purpose to consider briefly the sequence of 

appointinmt of events which led to the appointment of this Com- 
the Commission mission. The Labour Appellate Tribunal decision 
was published on the 28th April 1954. On the 24th 
August 1954, the Ministry of Labour issued an order modifying the 
said decision in several particulars. The modifications thus made by 
Government in pursuance of the provisions of the proviso to sub-sec¬ 
tion (1) of section 15 of the Industrial Disputes (Appellate Tribunal) 
Act, 1950 (Act XLVIII of 1950) became the subject-matter of a debate 
in Parliament on the 30th August 1954 and the following days. During 
the course of this debate an explanation was offered on behalf of 
Government as to the procedure adopted by them in exercising their 
powers under the proviso to sub-section (1) of section 15 and as to 
the reasons which impelled them to make the relevant modifications. 
It would appear that, after the Labour Appellate Tribunal decision 
was published, it was represented to Government that the impact of 
the decision on the banfang business of the country would be very 
adverse and that it was not unlikely that in many cases individual 
units of the banking sector would be in serious jeopardy. In order 
to be able to examine the merits of this representation. Government 
naturally desired to collect relevant information on the point, and 
since it was felt that the collection of the relevant material and its 
examination would take longer than the period of 30 days prescribed 
by the proviso to sub-section (1) of section 15, the said statutory 
time-limit was extended to 120 days. Under instructions from 
Government, the Reserve Bank of India collected information about 
a certain number of banking companies of all classes which had been 
selected as a representative sample for the puipose, and this informa¬ 
tion was verified by the Reserve Bank. Besides, certain unverified 
estimates in regard to number of bank employees who would be 
prejudicially affected by the Labour Appellate Tribunal decision were 
made available to Government. After examining the material thus 
submitted to them. Government came to the conclusion that it would 
be inexpedient on public grounds to give effect to the whole of the 
Labour Appellate Tribunal decision. That is why Government made 
certain modifications in the decision and declared that the Labour 
Appellate Tribunal decision as modified by their decision should be 
enforced. The Prime Minister himself intervened in this debate and 
he emphasized the fact that nothing had been finally and irrevocably 
decided and that it would be open to Government, if they so desired, 
to collect additional facts and data relevant on the point and to get 
them examined either by appointing a new Tribunal or by adopting 
some other suitable f>rocedure in that behalf. It appears that Gov¬ 
ernment further considered this matter and came to the conclusion 
that it would be desirable to have this question further investigated 

15 
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so as to enable them “to assess more fully the probable effects of the 
Labour Appellate Tribunal’s decision and the effect of the modified 
decision on the individual units of the banking sector to which it 
applies”. It is as a result of this decision that the present Commis¬ 
sion came to be appointed by a resolution issued by the Ministry of 
Labour on the 17th September 1954. 

29. By its terms of reference the Commission is required to hold 

an enquiry into and ascertain the effects on the emoluments which 
The terms of the employees were in receipt of prior to August 1954, 
reference con- (a) of the Appellate Tribunal decision without modi- 
sidered fication, (b) of the Appellate Tribunal decision as 

modified by Government, and to ascertain the additional 
burden on individual banks that would have been caused by 
the Appellate Tribunal decision over the expenses under the frozen 
Sen award, the extent and amount of relief obtained by them as a 
result of the modifications made by CJovernment, as well as the 
additional expenditure which had now to be borne by banks under 
the modified decision over the expenditure incurred under the frozen 
Sen award/that would have been incurred under the Sastry award. 
The Commission is required to scrutinise the information which has 
already been collected at the instance of Government and has been 
authorised to collect further information relevant to the decision of 
these issues. In other words, the first part of the terms of reference 
covered by sub-paragraphs (1), (2) and (3) of paragraph 2, requires 
Ifcat the Commission should definitely ascertain the magnitude of the 
liability which would be imposed on banks by the Appellate Tribunal 
decision without modification and should determine the extent of 
the relief which they would receive as a result of the modifications 
introduced by Government. This part of the Commission’s work can 
be described as purely factual and the object of the enquiry con¬ 
templated by this part can be achieved by requiring banks to supply 
the Commission with the necessary and relevant data on the 
points. Since the necessary and relevant data could be collected 
from banks in answer to a questionnaire suitably framed, the Com¬ 
mission devoted considerable time and thought to the problem of 
framing a proper and exhaustive questionnaire, and the answers re¬ 
ceived from banks have been of considerable assistance in dealing 
with this part of the problem. 

30. After the effects of the respective decisions on the emoluments 
of the employees are thus determined accurately, it would become 

necessary for the Commission, under the second part 
The capacity to qJ j^g terms of reference covered by sub-paragraph 
***^ (4) of paragraph 2, to make certain recommendations 

to Government. The Commission is expected to report to Govern¬ 
ment its conclusions on the question as to whether the Appellate 
Tribunal decision as modified should be continued or whether the 
said decision should be restored in its entirety or in part, or whether 
in the opinion of the Commission any other modifications are neces¬ 
sary in the said decision. While making recommendations to Govern¬ 
ment under this part of the terms of reference, the Commission has 
been asked to bear in mind certain important considerations. The 
recommendations which the Commission would make should be made 
with a view to ensuring equitable treatment to bank employees. In 



17 


other words, social justice, which is the principal objective of indus¬ 
trial adjudications, should be borne in mind; but in adjudicating upon 
the claims of social justice in the context of the present dispute, re¬ 
gard must be had to the very important factor of the capacity of 
banks to pay. Equitable treatment to the bank employees must be 
consistent with the capacity of banks to pay; and this capacity must 
be determined either class-wise or bank-wise, as may be found 
necessary. In dealing with this aspect of the matter, the terms of 
reference further require the Commission to have due regard to the 
undesirability of widespread closure of banking companies or their 
branches, and to the necessity to promote development of banking 
in the country generally and in rural areas in particular. The 
Commission should likewise consider the possibilities of effecting 
economies in the expenses of banking companies. I apprehend that 
this last consideration would, by necessary implication, authorise the 
Commission to consider the possibilities of adding to the income of 
banking companies. The effect of this part of the terms of reference 
is clear. The Commission has to make its recommendations as to 
whether the Appellate Tribunal decision should be enforced as it 
stands or should be modified after taking into account all the relevant 
factors just indicated. The most important point in this part of the 
Commission’s work centres round the question of the capacity of 
banks to pay. It would be noticed that the first factual part of the 
enquiry would have a material bearing on the decision of the question 
as to the capacity of banks to pay. It is apparent from this part 
of the terms of reference that it is not seriously in dispute that 
the Appellate Tribunal decision purported to ensure an equitable 
treatment to bank employees. The dispute essentially revolves 
round the question as to the result of the impact of the said decision 
on the finances of the banking business in this country in general and 
those of some of the individual units in particular. Government 
themselves made the modifications in the said decision, not on the 
ground that the wage atructure or the provision as to dearness 
allowance was extravagant or unduly high, or exceeded the legitimate 
limits of a fair wage the said modifications were made solely on the 
ground that the liability imposed upon the banks by the said decision 
was beyond their financial resources. That is how the principal 
question which falls to be considered under this part of the terms 
of reference centres round the capacity of banks to pay. It is the 
decision of this question that would inevitably shape the final recom¬ 
mendations which the Commission may make. It is hardly neces¬ 
sary to add that the determination of this question would raise some 
important issues which do not admit of any easy answer. It would, 
for instance, be necessary in this connection to consider the denota¬ 
tions of the concepts of “living wage”, “fair wage” and “subsistence 
wage” and the relative priorities of several claims which banking 
business has to recognise. The approach to this question of the 
capacity of banks to pay, which the parties inevitably adopted before 
the Commission, was not uniform and so the relative values of the 
contentions raised by employees and banks have to be carefully 
weighed and the Commission’s own approach to this question clearly 
defined before the Commission can give its answer to the question 
of the capacity of banks to pay. Thus this part of the enquiry would 
be both theoretical and practical. The theoretical approach would 
'be first set out and the result of the said approach, in the light of 
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the facts ascertained in the first part of the enquiry, will give the 
Commission’s answer to the principal question ol the oapadfy to pa^. 

31. The last part of the terms of reference covered by sub- 

paragraph (5) of paragraph 2 requires the Commission to consider 
The nrobiem of recommend what special modification, if any, 
area 4 necessary to the Appellate Tribunal decision in 

order to encourage the spread of banking facilities 
in area 4 of Part B States and Part C States other than Delhi, Ajmer 
and Coorg. In order to appreciate this part of the terms of reference., 
it would be necessary to remember that one of the modifications in¬ 
troduced by Government in the Appellate Tribunal decision was ta 
create area 4. The Appellate Tribunal decision had divided the 
country into three areas. Area 4 was added by the Government 
decision and certain consequential modifications were made in res¬ 
pect of this area. The Commission is required to consider the merits, 
of this modification made by Government and to make its recom-. 
mendations in that behalf under this part of the terms of reference. 

32. In the result, it may be stated that under the terms of 
reference the Commission has to enquire into the magnitude and 
order of the liability imposed on the banks by the Appellate Tribunal 
decision and to decide whether banks can bear the burden of the 
said liability having regard to their obligations to their employees; 
on the one hand and to their shareholders, depositors and other 
constituents on the other. 

33. The limits of the present enquiry can be best appreciated if 
the nature of the. powers conferred upon Government by section 15, 

of the Industrial Disputes (Appellate Tribunal) Act, 
The limits of 1950 ^ gj.g borne in mind. This Act was passed mainly 
“i^*'***“ * * establishment of an Appellate Tribunal in re¬ 

lation to industrial disputes; section 15 of this Act,, 
like section 17A of the Industrial Disputes Act, 1947 (Act XIV 
of 1947), conferred power on the appropriate Government 
either to reject the decision of the Tribunal in questioni 
or to modify it. Section 15 sub-section (1) of the Act provides 
that the decision of the Appellate Tribunal shall be enforceable 
on the expiry of thirty days from the date of its 
pronoimcement. The proviso to this sub-section, however, authorises 
the appropriate Government, within the said period of thirty days., 
by order in the Official Gazette, either to reject the decision or to 
modify it, and this power can be exercised if the appropriate Govern¬ 
ment is of opinion that it would be inexpedient on public grounds to^ 
give effect to the whole or any part of the decision in question.. 
ITiis proviso constitutes an exception to the usual principle of finality 
attaching to judicial decisions. Legislature thought that in the 
matter of industrial adjudication it is not unlikely that the decisions , 
of Industrial Tribunals may have such far-reaching effects on the trade 
or business involved in the dispute itself, or sometimes even on the 
general economy of the country, that public grounds would require 
either the rejection of the decision or its modification. Legislature- 
may likewise have thought that in some cases the decisions of' 
Industrial Tribunals may require to be modified in the interests of' 
social justice or in the interests of public good, for which, in a demo¬ 
cratic set-up, Government is inevitably responsible and answerable 
to the public. That is why Legislature has, by this, proviso, conferred; 
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upon the appropriate Government the power to interfere with such, 
awards. In the present case, it is significant that Government have 
interfered with the decision both in favour of banks and in favour of 
employees. Whereas most of the modifications made in the decision 
are intended to give relief to banks, at least one modification made in 
clause 3 (g) of the Government Order dated the 24th August 1954 was 
intended to give relief to a section of the employees. Besides, the 
creation of area 4 is the result of Government’s desire to facilitate 
the spread of banking in rural areas covered by the said new area., 
Tliat would tend to show that Government exercised their power and 
made modifications in the decision which, in their opinion, appeared 
to be justified on public grounds. Even so, by appointing the present 
Commission, Government want to have the benefit of the recommen¬ 
dations of this Commission made after a.careful study of the rele¬ 
vant material proo’uced before it. The exercise of the power confer¬ 
red upon the appropriate Government under the proviso to sub-section 
1 of section 15 can, in a sense, be described as a power of review. It is 
obviously not a judicial review, but a review made by Government; 
and the limits within which the power of review has to be exercised 
are set by Legislature by providing that interference would be justifi¬ 
ed only on “public grounds”. Indeed, the effect of the appointment of 
the present Commission appears to be that, before Government 
come to their final conclusion on the points involved in the dispute,, 
they want to have the benefit of judicial findings on the relevant 
issues. In other words, in legal language it may be said that the- 
modifications introduced by Government in the Labour Appellate- 
Tribunal decision on the 24th August 1954 are in the nature of in¬ 
terim modifications. The validity, propriety or necessity of the said 
modifications has to be tested by the present enquiry. Banks and 
employees would naturally have to be heard in the course of this 
enquiry, and in the light of the recommendations which would be 
made to Government as a result of this enquiry Government will 
consider whether the interim modifications made by them should be 
confirmed or not. If the present enquiry is thus treated as a part oiE 
an enquiry for review of the Appellate Tribimal decision, its limits 
would be obvious. The Commission would, therefore, be justified 
in not covering the whole ground of the dispute afresh. The task 
before the Commission would be to take the structure embodied in- 
the Appellate Tribunal decision as it stands and to examine its im¬ 
pact on the financial position of the individual units of the banking 
sector or on classes of banks. If the result of the examination of this 
question shows that the impact of the Appellate Tribunal decision 
would lead to undesirable, though unforeseen, consequences, the 
Commission may have to consider what modifications should be- 
made in the said decision. If, on the other hand, it appears to the 
Commission that the burden imposed by the Appellate Tribunal 
decision is not beyond the resources of the banks, taken class-wise- 
collectively or considered individually, then the Commission may 
have to recommend that, in respect of classes of banks or indivi¬ 
dual units of the banking sector which can bear the burden, no modi¬ 
fication of the decision is required to be made. The proceedings before 
the Commission would thus be in the nature of proceedings in re¬ 
view, and the over-riding factor which would determine the nature 
of the recommendations of the Commission would be the capacity of 
banks to pay. It is thus obvious that the Commission is not writing 
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-on a clean slate and so must resist all temptation to strike a new 
path in dealing with the dispute or to entertain new proposals to satis¬ 
fy the claims either of banks or of employees. The Commission has 
before it the provisions contained in the Appellate Tribunal decision 
and the modifications made by Government. In considering the 
matter referred to the Commission, it would be advisable to confine 
one’s attention to the two respective structures which are available 
and to decide which of these should be enforced. If it appears that 
any other modification in the decision is absolutely essential or is 
patently desirable, the Commission would not be precluded from 
considering the merits of the said modification, because in terms of 
clause (c) of sub-paragraph (4) of paragraph 2 of the terms of refer¬ 
ence authorises the Commission to consider whether any other modi¬ 
fications are necessary in the decision. It is, however, clear that, 
before the Commission suggests any new modifications, it must take 
care to see that these modifications themselves do not lead to a pro¬ 
longation of the present dispute; and so, if any modifications are in¬ 
tended to be recommended under this clause, their impact on the 
banking business would have to be very carefully considered and 
weighed. 

34. Since in dealing with the limits of the present enquiry I have 
had occasion to consider the effect of the proviso to sub- 
. A suggestion section (1) of section 15 of the Industrial Dis¬ 
putes (Appellate Tribunal) Act, I think it may be 
permissible, with respect, to make one or two suggestions 
in regard to the exercise of the power contemplated 
by the said sub-section. Government may consider whether 
it would not be possible to achieve the object which this 
sub-section has obviously in view by conferring upon the In¬ 
dustrial Tribunals a power to review. It is well-known that in civil 
matters that come before the ordinary civil Tribunal for decision, 
the power of review is statutorily provided for. Under Order 47, 
rule 2, of the Code of Civil Procedure, a party aggrieved by a decree 
or order from which an appeal is allowed, but from which no appeal 
has been preferred, or by a decree or order from which no appeal is 
allowed, can always apply for a review of judgment; and if the 
Civil Court is satisfied that the application for review is supported 
by the discovery of new and important matter or evidence which, 
after the exercise of due diligence, was not within the party’s know¬ 
ledge or could not be produced by him at the time when the decree 
was passed or order was made, or if it appears to the Court that 
the decree or order suffers from some mistake or error apparent on 
the face of the record, or there is any other sufficient reason, the 
Court would be competent to grant the prayer for review. Naturally, 
powers of review are exercised very cautiously and very sparingly. 
But sometimes the exercise of the power of review does serve the 
purpose of administering justice. Sub-section (1) of section 15 con¬ 
templates interference with the decision of an Industrial Tribunal 
on public grounds. Prima facie it assumes that public grounds on 
which interference is sought for were not present to the minds of 
the judges constituting the Industrial Tribunal. This ordinarily must 
mean that these grounds were not either placed or pressed before 
the Industrial Tribunal. It may be that the impact of the decision 
cannot be judged by the Industrial Tribunal in ordinary cases, 
though under section 9(4) of the Industrial Disputes (Appellate 
Tribunal) Act it would be possible for the Appellate Tribunal to 
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appoint, after consulting the parties to the dispute and the appropri¬ 
ate Government, one or more persons as assesssors to advise it in 
any proceeding before it, and with the help of the advise of such 
technicians it may not necessarily be impossible to anticipate the 
impact of the decision which the Tribunal wants to pronounce. But 
assuming that a decision given by the Appellate Tribunal overlooks 
the effect of the said decision on the economy of the trade or busi¬ 
ness involved in the dispute or the consequences of its impact on the 
general economy of the country. Legislature may effectively meet 
this position by conferring upon the Tribunal concerned the power 
of review on relevant and appropriate grounds, and an application 
for review, if allowed, would give an opportunity to the Tribunal 
concerned to apply its mind to the public grounds on which a review 
is claimed. The advantage of adopting this procedure would be to 
meet the objection that executive interference with judicial decisions 
is inconsistent with the rule of law which is the foundation of a 
modern democratic State. I may incidentally point out that Article 
137 of the Constitution of India has conferred on the Supreme Court, 
which is the Highest Court in the Union of India, wide powers to re¬ 
view any judgment pronounced or order made by it. If a similar 
power is conferred upon the highest Industrial Tribunal, perhaps 
the object which the proviso to sub-section (1) of section 15 has in 
view may be adequately met. 

35. In the alternative, I would like to suggest that, in case Gov¬ 
ernment are not disposed to propose the adoption of this course 

to Parliament, it would be worth while to consider 
^ alternative whether even under the proviso as it stands it would 
ugges on more expedient to get the points raised in 

support of a plea for interference under the proviso duly examined 
by a judical officer before Government decide to exercise their power. 
In the present case, Government have in fact appointed the present 
Commission to examine the pros and cons of the controversy between 
the parties; and as the terms of reference indicate, Government have 
virtually treated the order of modification passed on the 24th August 
1954 as an interim order. If the recommendations of the Commission 
are in favour of the implementation of the Appellate Tribunal decision 
as it stands, and if Government accept the said recommendations, 
the interim order passed would have to be set aside. It seems to me 
that perhaps it would be better in such a case to get the merits of 
the dispute judically considered before Government exercise their 
power under the proviso. In other words, even if the proviso stands 
as it is, it would be more consistent with the policy of Government 
in such matters to adopt a convention by which the exercise of the 
power under the proviso would be preceded by, and would ordinari¬ 
ly depend upon the result of, a judicial examination of the points 
on which Government interference under the proviso is invoked. 

36. Dealing with the importance of the rule of law even in in¬ 

dustrial adjudications, Orwell de R. Foenander has 

observed:— 

Mr. Foenander 
on the Rule of 
law in industrial 
adjudications 

“...It is irrational for trade union leaders to argue or aver that, 
parallel with the co-existence of a fully competent in- 
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dustrial authority, their members are entitled, in circum¬ 
stances of which they are to be the sole assessors or dis¬ 
criminators, to fall back on direct action in enforcement 
or satisfaction of an industrial demand. The dwtrine of 
a conditional acceptance of, or qualified obedience to, 
awards and determinations is pernicious, and should be 
abandoned as invalid by those unions that profess to sub¬ 
scribe to it...The principle of the rule of law admits of 
no exception or reservation where the law applies, or is 
made to apply.”*. . 

In this passage, Mr. Foenander—^has no doubt dealt with one aspect 
of the rule of law in industrial adjudications in so far as it relates 
to the attitude of the trade unions. “Pernicious”, I concede, is a 
very strong word to use; but it indicates Mr. Foenander’s belief in 
the paramount character of the rule of law in a modern democratic 
Slate. Industrial legislation in a modern democratic Welfare State 
seems to postulate that generally industrial disputes are justiciable. 
If that is so, the rule of law would seem to require that, during the 
prescribed period when the award is valid and enforceable, it must 
receive unconditional acceptance and unqualified obedience not only 
from the trade unions, but from the trade or business itself as well 
as the State representing the public good. In other words, the 
necessity to offer unconditional acceptance of judicial decisions in 
matters which are regarded as justiciable by Courts of competent 
jurisdiction is usually regarded as a necessary implication of the doc- 
rine of the rule of law. 


* Better Employment Relations and other Essays in Labour ,pp. lo-ii, the La^ 
Book Co. of Australasia Pty., Ltd., 1954. 



CHAPTER IV 


THE APPROACH TO THE PROBLEM—GENERAL CONSn)ERA- 

TIONS 

37. In determining and describing my approach to the problem 
of the present banking dispute, it would be necessary to set out 
Adoption of the some general considerations which are relevant. The 
aociaiUtic patt- social and political climate of the country needs to 
em of society be given pride of place. Its relevance to the 
by the State decision of the present dispute will not, I think, be 
exaggerated. The genesis of the present dispute lies in the consci¬ 
ousness which the working class of the country has naturally 
developed since the age of India’s freedom began. Of their human 
rights and of their legitimate place in the economy of the nation the 
working classes of the country have become fully conscious. Their 
clamour for a fair deal must be appreciated and consider^ in the 
background of the social and political climate that prevails in the 
country to-day. The Constitution which the country gave to itself 
on the 26th January, 1950, has promised to all the citizens Equality— 
social, political and economic; and Article 43 of the Constitution has 
laid down as one of the directives of State policy that the State shall 
endeavour to secure, by suitable legislation or economic organisa¬ 
tion or in any other way, to all workers—agricultural, industrial or 
otherwise—^work, a living wage, conditions of work ensuring a decent 
standard of life and full enjoyment of leisure and social and cultural 
opportunities. Then followed the First Five Year Plan, and the 
authors of the Plan have clearly indicated the principles which 
should govern the construction of wage structures in the country. 
Says the Plan; “Concerning the wage policy which should guide 
wage Boards or Tribunals”, “the principle should be to reduce 
disparities of income. The worker must have his due share in the 
national income; and the standardisation of wages should be acce¬ 
lerated and extended”. As a fitting conclusion to these ideas, on the 
.21st December, 1954, the Lok Sabha unanimously adopted a resolu¬ 
tion by which the establishment of a socialistic pattern of society has 
been accepted as the objective of State policy with the consent and 
concurrence of all political parties in the country. This objective 
has been adopted, not as a mere ideal, nor as a dream which may be 
realised in the distant future; it has been adopted with the full 
determination that the achievement of the ideal should not be im- 
necessarily postponed and that all the energies of the State and its 
citizens should be harnessed on democratic lines with the sole object 
of accelerating the establishment of the socialistic pattern of society. 
In this connection, I may refer to the observations made by Prof. 
R. H. Tawney in his book on Equality. Says Prof. Tawney “Whatever 
conclusions may be drawn from the history of the last decade, one, 
at least, is indisputable. It is that democracy is unstable as a political 
system, as long as it remains a political system and nothing more, 
instead of being, as it should be, not only a form of Government, 
but a type of society, and a manner of life which is in harmony with” 
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that type.”* It is against the background of this objective that 
industrial disputes will have to be considered and decided by Indus¬ 
trial Tribunals. 


38. The objective of establishing a socialistic pattern of society 
must inevitably and of necessity involve planning on a national 
PJaiminic and th ® modern democratic Welfare State, the 

dynamics of law* State has to take upon itself the task of fighting social 
in a modern de- and economic inequalities and of annihilating what 
i^cratic welfare Lord Beveridge so aptly described as the “giants of 
***** of idleness, disease, squalour and want”. The 

economic doctorine of laissez faire, which was so popular with 
political democracies in the last century, is wholly inconsistent 
with the ideal of welfare which modern democracies have 
placed before themselves. Our notions about the functions of 
the State, and incidentally about the role of law, must be 
adjusted to the requirements of the objective of a socialistic 
pattern of society. It would no longer be open to the State to 
remain a passive spectator of the conflicts between labour and its 
employers. In old days, the State may perhaps have been justified 
in taking the view that its only obligation was to keep the ring clear 
and to be responsible only for peace and order. If social and econo¬ 
mic inequalities have to be removed and social, economic and 
political equality has to be brought within the reach of every citizen^ 
the State will have to take a more active part in planning the social 
and economic life of the^iountry; and law has to play a decisive and 
dynamic ppt in the attainment of this ideal. The rule of law, as it 
was enunciated by Dicey, would, in the context of to-day, appear to 
De too static. As Mr. Friedmann in his “Law and Social Change in 
Contemporary Britain”t has observed, “Dicey’s formulation of the 
rule ot law has, in recent years, come in for much criticism from such 
eminent contemporary constitutional lawyers as Jennings, Wade, 
Carr or Kobson." It is true that the rule of law continues to be, 
aiiu should, remain the main foundation of a democratic State. But 
if the State has to achieve the ideal of social welfare, it would be- 
necessary to establish a synthesis between planning and individual 
freedom. To-day law would have to adopt the formal jurisprudence 
of laissez faire in economics with the substantive jurisprudence of a 
Welfare State. As Mr. Friedmann has observed, it would be both 
idle and futile to project yesterday’s politics and economics into the 
law of to-day.J The genesis and the justification of all industrial 
legislation in a modern democratic State lies in the anxiety of the 
State to establish social and economic equality amongst all its 
citizens. It may be that, when a modern democratic State enacts 
laws for the purpose of establishing a socialistic pattern of society, 
some of its legislation may appear to abridge freedom of contract or’ 
even the private right to own property. But if economic inequalities 
have to be removed, it would be necessary to realise that the old- 
world notions of absolute freedom of contract and absolute private 
right to own property must yield to what Mr. Justice Holmes describ¬ 
ed as the felt necessities of the times”. That is why it seems to me 
uiat trade and business must adjust themselves to the requirements 


• Quality, Allen & Unwin, 1952 revised edn..pp. 15—16. 
t Stevens & Sons Ltd., London, I95i» p. 285, 
t Ibid, p. 281. 
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v£ a Welfare State and must be prepared to co-operate with the 
regulatory laws in regard to industrial disputes without any mental 
reservation. Professor Hayek, who can claim to be one of the lead¬ 
ing modern anti-planners, has forcibly expressed his opposition to- 
the interference of law in social and economic matters. According 
to him, regulatory legislation is inconsistent with the fundamental 
theory of the rule of law. Professor Hayek illustrates the differ¬ 
ence between a planned State and a State government by the rule 
of law by saying that the former “commands people which road to- 
take, whereas the latter only provides sign-posts”. This criticism, 
which is shared by many advocates of the static rule of law as en¬ 
unciated by Dicey, has been effectively met by Mr. Friedmann. 
Says Mr. Friedmann; “In modern industrial society vast masses 
live together in close physical and economic inter-dependence. The 
traffic is so dense that many more policemen, beacons, and sign-posts 
are necessary to avoid chaos. The traffic of London requires more 
regulation than that of Much-Binding-in-the Marsh.”* 

39. I have thought it necessary to begin my consideration of the 
general approach to the problem by referring to these two theoretic- 
The com laiiit aspects because I found that some of the bankers 
made by’some'^ entertained genuine apprehensions about the wis- 
the bankers con- dom of industrial legislation and consequent inter- 
sidered ference with their affairs by Industrial Tribunals. 

This, no doubt, is a psychological matter; but I have come to the con¬ 
clusion that much of the bitterness in the decision of industrial dis¬ 
putes would be eliminated if both employers and employees 
adjust their outlook and approach to the requirements of a 
Welfare State. It was seriously urged before me by some of 
the bankers that, on the whole, the effect of adjudications in bank 
ffisputes has been far from healthy, and in support of their 
contention my attention was invited to the observations made by 
the Shroff Committee in that behalf. The Committee on 
Finance for the Private Sector consisted of eminent econo¬ 
mists and had for its Chairman Shri A. D. Shroff. It is obvious 
that opinions expressed by this distinguished Committee on matters 
of economics and finance must carry considerable weight; and, 
speaking for myself, I would naturally treat such opinions with great 
respect. But whilst dealing with the matters referred to them, the 
Committee, in its report, has made certain incidental observations 
which I find it difficult to accept at their face value. It appears that 
the Committee was told by some bankers that industrial legislation 
and industrial adjudications were having a very adverse effect on 
the banking business in the country, and apparently the representa¬ 
tion thus made by bankers was accepted by the Committee. Here 
is one of the observations made by the report in this connection. 
“Apart from the effect of these measures”, says the report, “on the 
costs of labour to industry, they have greatly reduced the freedom 
of employers to adjust the labour complement or to enforce discipli¬ 
nary measures or to rationalise in order to step up productivity. 
While it is not our purpose to sit in judgment on recent labour 
legislation and policy, we should like to emphasise the fact that 
cumulatively these have had an adverse effect on both the incentive 
to invest and on the resources internally available for investment”. 
(Paragraph 39, p. 19 of the report). The Committee has further 

* Law and Social Change in Contemporay Britain p. 279. 
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remarked: “The Awards of the Industrial Tribunals in the cast of 
banks have had equally unfortunate results in certain other 
directions. In the first place, they have led to a weakening' of the 
sense of discipline and loyalty among the rank and file of the st^, 
thereby reducing the out-turn of work, increasing inefficiency, mis¬ 
takes and frauds and further lowering the standard of service ren¬ 
dered to the public. Secondly, they have resulted in a curtailment 
of banking hours emd, as a corollary, in facilities for the clearance of 
cheques, causing considerable inconvenience to the business com¬ 
munity.” (Paragraph 107, p. 53 of the report). From the report it 
does not appear that before the Committee came to these conclusions 
it gave any representatives of labour an ojpportunity to place their 
point of view before the Committee. Besides, the report does not 
show that any objective verifiable* material was placed before the 
Committee to justify the complaint made by some of the bankers. 
With very great respect to the members of the Committee, it seems 
to me rather unfair that such sweeping observations should have 
been made against workmen and such wide and unqualified conclu¬ 
sions about the adverse effect of awards should have been pronounc¬ 
ed, without taking the normal precaution of hearing the other side 
end of requiring objective verifiable proof in support of the allega¬ 
tions. I do not propose to enter into the merits of these observations. 
However, I may be permitted to refer to two relevant facts. It is 
not unlikely that the pendency of the present dispute for such a long 
time may have created a feeling of bitterness and frustration in the 
minds of employees and so the bankers may not have received the 
best co-operation from them. Besides when complaints are made 
against a whole class of employees, it may sometimes be relevant 
to remind the complainants that it is only contended workmen that 
give efficient service and loyal co-operation. The attitude evidenced 
by the complaint which was made to the Shroff Committee by some 
of the bankers appears to have been shared by employers even in 
England some years ago, for Mrs. Barbara Wootton has observed: 
“Comparisons of attitude are always dangerous when no precise 
measures are available, but it can safely be said that at the turn of 
the century employers were at best disposed to look upon the negotia¬ 
tion of wages with trade union representatives as an imwelcome 
concession to the giowing power of the unions: fear and suspicion 
were the dominant themes in the conventional attitude to trade 
unionism.”* It seems to me that it is of utmost importance that 
employers must move with the times and need not cavil at industrial 
legislation or at the awards which Industrial Tribunals may be called 
upon to pronounce. It is not my intention to suggest that Industrial 
Tribunals may not sometimes go wrong. But because it appears to 
trade or business that in any given case the decision of the Indus¬ 
trial Tribunal is not consonant with the evidence produced before 
the Tribunal, it does not follow that criticism can be made against 
industrial legislation in general or against the instituton of Indus- 
Iral Tribunals in particular. 

40. On the other hand, during the public hearings of this dispute, 
workmen were never tired of referring to the period of ‘genteel 
The diitv of poverty’ which they had to face before the era of 
workmen^ industrial adjudication commenced. It was xirged 
by their representatives that bank employees belong 
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to the lower middle class and that they were not organised for many 
years. Owing to lack of organisation among.st this class of workmen, 
banks had it all their own way and the state of the market for the 
recruitment of bank labour was a bankers’ paradise. Clerks in banks 
are recruited from the educated lower middle class and since there 
was an excess of supply in the market for bank-labour, the market 
was easily converted into a buyers’ market to the obvious detriment 
of the employees. Bankmen, therefore, complained against the attitude 
adopted by bankers in the present controversy and did not disguise 
their frustration and bitterness at the prolongation of the present 
dispute. Though there may be some substance in the contentions 
thus raised by employees, it is necessary for them also to realise that 
they owe a duty to the banking trade. Distrust and suspicion in 
their minds may easily give rise to unhealthy tendencies and may 
cut at the root of the stability of the banking system itself. After 
the dispute is decided and employees’ claim for a fair wage has been 
adjudicated upon, it would be their duty to give their best to the 
banks they seek to serve, because in the ultimate result the service 
that they give to banks would amount to service to society itself. 
In other words, in the context of to-day, both bankers and bankmen 
must realise their duty to the State, because after the intersts of 
banks are safeguarded and the claim for fair wages made by em¬ 
ployees is considered and adjudicated upon, the banking system as a 
whole must subserve national interests, which is of over-riding im¬ 
portance. In my opinon, therefore, the psychological approach to 
the problem must disclose on the part of bankers and bankmen alike 
awareness of the paramount requirements of to-day. 

41. The dispute between the parties, in a sense, lies within a very 

narrow compass. Employees claim s living wage and concede that 
The nature and Structure of their wage must be fixed having 

limits of the regard to the capacity of the banking business to 
controversy be- bear the burden of the said structure. They are 
tween the pardes somtimes prone to exaggerate the capacity of banks 
to bear the burden with a view to press their claim for a living 
wage properly so-called. Bankers, on the other hand, while conced¬ 
ing the necessity for giving a fair wage to employees, are apt to 
under-state the strength of their financial structure and to over-state 
their obligations to their other constituents. An Industrial Tribunal, 
dealing with such a dispute, must therefore, carefully scrutinise the 
rival contentions and analyse the evidence about the financial 
strength of the banking business before fixing upon any specific 
wage structure. 

42. The concepts of “living wage’’, “fair wage’’ and “minimum 
or subsistence wage” it is difficult to describe in definite words. The 

contents of these expressions are elastic and varying. 
Uving The terms “basic wage”, “fair wage” and “living 

mtoim«ror“8uV ^age”, like their variants “the poverty level”, “the 
slstence wage subsistence level”, “the comfort or decency level”, 

are essentially subjective in their character. It is 
difficult to give any adequate precision to these concepts. 
Their contents may conceivably differ from country to coun¬ 
try and even in one country from trade to trade. In other words, 
the concept of a living wage is essentially something which is 
hypothetical and relative. Its denotation depends upon the views 
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■of social justice that may prevail in any country at a given time 
and to the subsisting economic circumstances. What is a fair wage 
in one country may have to be regarded as a living wage in another 
country where the financial position of the trade in question may 
be comparatively weaker or the average national income may be 
relatively smaller. As the social conscience of the comniunity gets 
more and more active, and the realisation of human dignity and 
human rights gets more and more vocal, the decision of the problem 
of fair wages ceases to be a purely arithmetical matter. Sometimes 
it ceases to be even a purely economic matter. Undoubtedly, arith¬ 
metic and economics play a very important role in determining the 
constitution of wage structure. But as Mrs. Barbara Wootton has so 
convincingly pointed out, the social and ethical implications of the 
arithmetic and economics of wages cannot be ignored in the present 
age; and that naturally renders the task of defining or even clearly 
indicating the denotation of the expressions “living wage’", “fair 
wage” and “subsistence wage” very difficult. 

43 . In trying to construct a wage structure in respect of any trade 
or industry, it would no doubt be necessary to bear in mind the 
Relev nt con background of the general economic condition of the 
stde^tions*’ in country and the nature and level of the national 
determining the income. When I say that the level of national 
denotation of income must be taken into account, I wish to make 
*^Vs**^ exptes- it clear that the low level of national income should 
**® not be permitted to be unduly' pressed against a 

liberal fixation of wage structure in any given industry if the burden 
of such a structure can be borne by the industry in question. In 
fixing a wage structure, regard must be had to the level of wages in 
other comparable industries in the country and care must be taken 
to provide for a minimum wage structure below which no industry 
should normally be permitted to function. The Fair Wage Com¬ 
mittees report has observed that the members of the Committee had 
all along held the view that an industry which is incapable of paying 
the minimum wage had no right to exist. The Committee has, how¬ 
ever, added that when the industry may be such that its continued 
existence is imperative in the larger interests of the country whether 
or not it is in a position to pay the minimum wage, then the respon¬ 
sibility of the State is to take steps to enable that industry to pay 
at least the minimum wage. With respect, I am disposed to agree 
with the principle thus enunciated. The position then is that every 
industry, to justify its existence, must be prepared to pay a minimum 
wage to its employees. Between the minimum wage and the living 
wage there are several categories or phases of wages. The floor 
level of the wage structure need not be prescribed unless it is found 
that the industry cannot bear any higher burden at all. On the other 
hand, the high level of a living wage cannot be prescribed unless it 
is clearly shown that the industry can bear the burden. The task 
before an Industrial Tribunal always is to find out which level of 
wage structure is due to employees, having regard to the capacity 
of the industry to bear the burden. 


44. This question has been more fully considered in some of the 
Australian decisions and so it may be useful to derive assistance 
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from the views expressed by eminent Australian 
Judges. Sir Samuel Griffith, first Chief Justice of 
the High Court of Australia, postulated that the 
‘natural and proper measures of wages’ was not 
capable, in any circumstances, of being ‘taken at a 
less sum than such as is sufficient to maintain 
the labourer and his family in a state of health and 
reasonable comfort’. Then followed Mr. Justice 
Heydon, who, in his capacity as a judge-of the New South Wales 
Court of Industrial Arbitration, spoke, in 1905, of the “duty’ of an 
Industrial Court of assisting, if possible, “so to arrange the business 
of the country that every worker, however humble, shall receive 
enough to enable him to lead a human life, to marry and bring up a 
family, and maintain them and himself with, at any rate, some small 
■degree of comfort’’. A judgment delivered by Mr. Justice Higgins 
bearing on this question is regarded as a classic on the subject. The 
■case in which Mr. Justice Higgins, sitting as President of the Com¬ 
monwealth Court of Conciliation and Arbitaration, delivered his 
judgment is usually referred to as the Harvester Case. The learned 
Judge came to the conclusion in this case that a ‘fair and reasonable’ 
wage, in the case of an unskilled labourer, must be an amount ade¬ 
quate to cover the ‘normal needs of the average employee, regarded 
as a human being living in a civilised community’. Mr. Justice 
Higgins empthatically pointed out that his Court had always regard¬ 
ed basic wage as an irreducible figure, payable irrespective of the 
financial capacity of an individual employer, or of the financial con¬ 
dition of a particular industry. It is “a thing sacrosanct” and “beyond 
the reach of bargaining”. “If a man cannot maintain his enterprises”, 
said Mr. Justice Higgins, “without cutting down the wages which 
are proper to be paid to his employees—at all events, the wages 
which are essential for their living—it would be better that he should 
abandon the enterprise”. 

45. In considering the quantum of the fair wage to which an 
employee is entitled, it is essential to bear in mind the employees’ 
The relevance of obligations to his own family. As would be obvious, 
the hypothetical this aspect of the matter must inevitably proceed 
family on g conjectural or hypothetical basis. In all indus¬ 

trial adjudications some assumptions are usually made as to the 
size of this hypothetical family of the employee. The Labour Ap¬ 
pellate Tribunal has proceeded on the assumption that in his eighth 
year of service a clerk would be entitled to three consumption units. 
The reference to consumption units is based upon the method of 
Lusk co-efficient, under which the worker himself is regarded as 
one unit, his wife .8 unit and a child .6 unit. It does not appear to 
be disputed that it would be reasonable to assume that, in the eighth 
ear of his service, the family of a clerk would consist of himself, 
is wife and two children. 'That is how, in terms of consumption 
units, an employee in the eighth year of his service is entitled to 
three consumption units. For converting the consumption units into 
rupees, annas and pies. Industrial Tribunals rely upon the decisions 
of the Rau Court of Inquiry appointed in 1940 by the Central Gov¬ 
ernment to enquire into the rise in the cost of living for the lower- 
paid staff of the railways since the outbreak of the War in the 
various areas in which they were employed. The figures which are 
available from the findings of this Court of Inquiry were taken by 
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the Labour Appellate Tribunal as a basis to work out the wage 
structure for bank employees. The Rau Court of Inquiry had held 
that, on the basis of three consumption units, the family of average 
size in the city of Bombay, whose pre-war monthly income was 
less than Rs. 35/-, would have no margin for retrenchment; that the 
subsistence level in places like Sholapur and Nagpur would be in 
the neighbourhood of Rs. 30/- per month; and that in rural and 
semi-rural areas Rs. 25/- per month would be the subsistence level. 
Taking these figures as the basis, the corresponding figures for 
clerical staff in banks are determined by multiplying the said fibres 
by the coefficient of 1.80. This is the formula which was enunciated 
by the late Shri Justice Rajadhyaksha, when he had occasion to 
enquire into the cost of living of the non-gazetted employees in the 
Posts & Telegraphs Department; and this coefficient formula has 
been subsequently adopted by most of the Industrial Tribunals. 
Thus the determination of a fair wage invariably involves the con¬ 
siderations arising from the employee’s obligations to his family 
and the size of this hypothetical family is generally determined in 
the manner just indicated. I am disposed to think that the method 
adopted by the Labour Appellate Tribunal in thus determining the 
size of the wage structure cannot be seriously disputed. I have 
deliberately referred to this aspect of the question because I want 
to put on record my conclusion that the criticism made by the 
decision of the Labour Appellate Tribunal against the approach 
adopted and views expressed by the Sastry Tribunal on this part 
of the case is fully justified. If I had come to a contrary conclusion 
on this point, I would have certainly considered the question of 
making suitable modifications in the wage structure fixed by the 
Labour Appellate Tribunal decision itself. 

46. An attempt is sometimes made to deduce and lay down 
general principles which can be applied in fixing a wage structure. 
The principles Such an attempt has been effectively made by the 
for fixing a wage Committee on Fair Wages. 

structure 

According to its report: — 

“While the lower limit of the fair wage must obviously be 
the minimum wage, the upper limit is equally set by what 
may broadly be called the capacity of industry to pay. 

This will depend not only on the present economic position 
of the industry but on its future prospects. Between 
these two limits the actual wages will depend on a con¬ 
sideration of the following factors and in the light of the 
comments given below:— 

(i) the productivity of labour; 

(ii) the prevailing rates of wages in the same or similar 
occupations in the same or neighbouring localities; 

(iii) the level of the national income and its distribution; and 

(iv) the place of the industry in the economy of the country.” 

(Para 15, p. 11 of the report) 

Banking is not a productive business from the ordinary common- 
sense point of view; and so the first out of the four principles can 
not so much apply to the present dispute. I am disposed to think. 
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that the other three principles have, on the whole, been fairly applied 
by the Labour Appellate Tribunal decision. 

47. I have already indicated that, in determining the wage struc¬ 
ture in any industrial dispute, it would be necessary to bear in mind 
Craslderations the prevailing wage structure in a comparable trade 
relevants to the or business. It would also be necessary to take into 
dispute account the average national income prevailing in 
the country. But when an Industrial Tribunal deals with this ques¬ 
tion, it cannot altogether ignore the nature of the summit salaries 
in the particular trade or business. It has often been argued before 
me by bankers that clerks in banks get more than teachers do and 
the suggestion was that the job of the teacher is no less responsible 
or essential for national good. This argument is no doubt plausible. 
But one way of weighing the value of this argument would be to 
consider the salaries of teachers in relation to the highest salaries 
paid in the line of teaching and compare the resulting ratio with 
the ratio of the summit salaries in the banking trade with the 
salaries paid to clerks. If the banking business thinks that it is 
necessary and desirable to pay higher salaries to its senior execu¬ 
tives, the payment of such salaries would, in my opinion, have some 
relevance in determining the salaries to be paid to clerks and sub¬ 
ordinates. After all, in a democratic set-up, it is of utmost import¬ 
ance to avoid glaring disparities in the incomes of persons serving 
the same trade. I do not propose to underestimate the importance 
and value of the work that higher executives in banking business 
perform. But the principle that glaring disparities in incomes should 
be toned down is, in my opinion, of universal application and the 
banking business can be no exception to it. The report of the Taxa¬ 
tion Enquiry Commission, which has been recently published, has 
observed that “the disparity in consumption levels prevalent at 
present in this country is a matter of common observation and there 
can be no doubt about its demoralising effect on the large masses 
of workers in this country as regards their willingness to accept 
higher tax burdens and yet work harder.” The Committee has 
further observed that “the fixing of a ceiling on personal incomes 
on the basis of a reasonable multiple of the per capita or per family 
national income is a matter to which we have given much thought 
and it is our view that there should be a ceiling on net personal 
incomes after tax which generally speaking should not exceed 
approximately thirty times the prevailing average per family income 
in the country.” The Committee has naturally added that it did not 
want to suggest that this ideal was capable of immediate implemen¬ 
tation. (Page 154 of the report). In my opinion, therefore, through 
it may be necessary to bear in mind salaries paid to workmen for 
comparable work in a comparable trade or business, the argument 
based upon salaries paid in other traders and businesses must be 
considered in its proper perspective and its importance should not 
be exaggerated. 


48. In fixing the wage structure, it would also be necessary to 
remember another ^ principle which is of great importance. 
Fair wage has It is now well recognised in all industriai 
adjudications that a fair wage must have priority 
over profits. I would readily concede that this 
principle cannot be literally invoked in the preser< 
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dispute; its application must be subject to one proviso, that capital 
which is so essential for banking business must get a reasonable profit 
before addition is made to the burden of the wage structure with the 
object of meeting the claims of social justice. The business of banking 
has its special features. It is not a trade or industry which produces 
goods. Its stability depends upon the over-riding factor of credit; 
hence the oft-quoted description of banks as delicate institutions of 
credit. In a sense, deposits received by banks are the raw material 
and it is with this material that banks run their business by advancing 
money to needy borrowers. The claims of shareholders, depositors 
and other constituents of banks must, therefore, be kept in mind when 
the claims of employees for a fair wage are being adjudicated upon. 
There would be no difference of opinion so far as the theoretical aspect 
of this matter is concerned. It is in the application of the theory that 
all disputes arise. Some of the banks appear to take the view that it is 
only after full provisions are made to satisfy the claims of share¬ 
holders, depositors and other constituents that the question of in¬ 
creasing the salaries of employees can be considered. On the other 
hand, employees seem to contend that exaggerated importance should 
not be attached to the claims of shareholders, depositors and other 
constituents of banks. In my opinion, the truth lies midway between 
these two conflicting views thus expressed by the parties before me. 
Capital is always described by capitalists as being shy and so a reason¬ 
able amount of profit must be offered to capital as an incentive. With¬ 
out capital banks would not be able to function. But as I will point oul 
m the next section, even capital will have to adjust itself to the politi¬ 
cal and social climate of the country to-day. Claims for profit, capital 
undoubtedly is entitled to make. But in the context of the dispute, the 
claims of capital must be recognised within reasonable limits. Profit 
must no doubt be assured to capital; but not to such a large and un¬ 
reasonable extent as to disturb the fair wage structure to which 
employees are entitled. It is all a matter of making adjustments and 
an adjustment in the present dispute can be made without much diffi¬ 
culty. Therefore, in my opinion, the principle that fair wages have a 
priority over profits can be applied to the present dispute subject to 
the reservation which I have just indicated. 

49. I must now consider the decision of the Labour Appellate 
Tribunal in regard to the wage structure and dearness allowance in 
Wage struc- the light of the principles which I have so far at- 
ture prescribed tempted to enunciate. In considering the propriety 

modifications made by the Labour Appellate 
considwed Tribunal in the wage structure fixed by the Sastry 
by itself is cn Tribunal, it would be necessary to remember that 
the whole fair the Sastry award had, in terms, attempted to pres¬ 
and Just * cribe a minimum wage structure for the respective 

classes of banks. In its award, the Sastry Tribunal has stated in more 
places than one that it was confident that some of the banks could 
easily afford to pay higher salaries to their employees and it appealed 
to these banks not to make the minimum prescribed by it the maxi¬ 
mum in the result. Unfortunately, the hopes expressed 

•Two charts showing respectively (i) the total emoluments of a clerical employee 
in a bank at the start of his career according to different awards in relation to two yard¬ 
sticks of requirements of a family of 2*25 consumption units and lii) the average total 
emoluments per year of a clerical employee in a bat& during the entire period of his 
service are shown as Appendices VIII and IX respectively together with brief explana¬ 
tory notes thereon. 
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by the Sastry Tribunal were belied by banks and before 
the Labour Appellate Tribunal all the banks appeared 
to have adopted the attitude that they could not bear any 
additional burden at all. I would like to make it clear that my present 
examination of the wage structure prescribed by the Labour Appellate 
Tribunal decision would be confined to the consideration of the matter 
solely in the light of the principles as to living wage, fair wage and 
minimum wage. The capacity to pay, which is the other essential 
aspect of the matter, will be considered by me in due course in the 
subsequent portion of my report. The decision of the Labour Appel¬ 
late Tribunal has considered the question of the wage structure with 
very great care; and if I may say so, with respect, its conclusions in 
regard to the banks in A and B classes appear to me to be on the whole 
sound. The Appellate Tribunal considered the wage structure in 
Government services as well as in commercial concerns, took into 
account the paying capacity of the two respective classes of banks 
grouped together in A and B classes, and held that employees in these 
two classes of banks should be given a wage structure which is mid¬ 
way between the Government structure and the commercial struc¬ 
ture. That appears to me to be a fair approach to adopt in resolving 
the present dispute. The wages given to employees in A class banks 
border on the higher level of a fair wage; those given to employees in 
B class border on the lower level of a fair wage. In regard to the 
banks in C class, however, it appears that the case for this class of 
Banks was not fully argued before the Labour Appellate Tribunal and 
it is clear from the judgment delivered by the Tribunal that several 
relevant aspects of the matter must not have been placed before it. 
That is why, as I will indicate in my report, I have not been able tO' 
agree with all its conclusions in respect of banks in C class. There is 
one more point which I must mention. In regard to banks in D class, 
it seems to me that the direction given by the Tribunal that, at the 
end of the period mentioned in the decision, D class banks should 
automatically bear the burden of the wage structure prescribed by it 
for C class banks, is not justified. I fully understand the argument that 
wages allowed to be paid by D class banks to their employees are 
bare subsistence wages and it is not desirable that these banks should 
be allowed to make profit and yet pay a mere subsistence wage to 
their employees. But it seems to me that in giving the said direction 
to D class banks, the members, of the Appellate Tribunal, with respect, 
had no data before them to justify the assumption that, at the end of 
the period prescribed by them, D class banks would be able to bear the 
burden of the wage structure fixed for C class banks. That is why I 
propose to recommend that, instead of directing D class banks to 
bear the burden prescribed for C class banks at the end of any stated 
period, the financial position of D class banks should be considered 
afresh at the end of the period which I will indicate and the wage 
structure for employees should be constructed afresh. Briefly stated, 
the position appears to be that the wage structure fixed by the Appel¬ 
late Tribunal in respect of A and B classes of banks, considered by 
itself, is fair, the wages prescribed under the said structure do not 
amount to a living wage but amount to. a fair wage: the first repre¬ 
sents a higher slab of fair wage and the second a lower slab of fair 
wage. I must conclude the discussion of this question by observing 
that it was not urged before me by any of the banks that the wage 
structure prescribed by the Appellate Tribunal considered by itself 
is fantastic or unreasonably high. The only argument which was 
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urged before me was that, even if the said structure was a fair wage 
structure, it was inappropriate because the burden of the said struc¬ 
ture could not be borne by banks, and it is this aspect of the matter 
which calls for a careful examination in the present inquiry. 

50. In dealing with the modem concepts of the living wage, the 
fair wage and the minimum or subsistence wage, it would be necessary 

incidentally to bear in mind the effect of building 
Th« effect of a wage structure including dearness allowance 
fixation of on employees’ claim for bonus. Unfortunately, this 
^1 *P^rt of the dispute between banks and their em- 
aUowance ployees has still remained unresolved. It appears 
the employees to have been included in the reference before the 
claim to bonus Tribunals; but two difficulties prevented its decision 
by them; The first difficulty was legal: the Tribunals 
felt that, unless banks produced before them all the relevant 
and material evidence, it would not be possible for them 
to determine the actual quantum of the surplus profits made by 
banks, and that the determination of this surplus would be essential 
before employees’ claim for bonus could be properly adjudicated upon. 
There was also another practical difficulty which prevented the solu¬ 
tion of this problem. The wage structure has been built up by the 
Tribunals class-wise; but a class-wise approach appeared to the Tri¬ 
bunals to be wholly inappropriate in dealing with the claim for 
bonus. The claim for bonus would necessarily have to be considere|l 
bank-wise and since it was not possible to evolve a general flexible 
formula in that behalf the Tribunals refrained from giving a decision 
on this question. It seems to me that what is true about all industrial 
disputes is particularly true about the dispute as to bonus. Industrial 
disputes can be effectively settled and peace and Harmony established 
betwen employers and employees if the method of conciliation is 
successfully adopted. If a spirit of concession actuates employers 
and a spirit of accommodation is present in the minds of employees, 
it should not ordinarily be difficult for the parties to sit together and 
settle the differences between themselves. If the parties are unable 
to settle their disputes between themselves, it may be worthwhile to 
arrange a tripartite conference attended by the two parties to the dis¬ 
pute and Government representing the public interest, and an effort 
should still be made to bring about a settlement by such a conference. 
A decision given by an Industrial Tribunal would not generally be 
able to achieve the same result as a decision by compromise, consent 
or conciliation. 

51. In regard to the claim for bonus, no general principles can be 
invoked and the case of each individual bank would have to be con¬ 
sidered on its merits. Since this dispute has* not been resolved so far, 
it is likely that it may have to be dealt with in the near future. 'Die 
claim for bonus is not within the terms of my reference and I do not 
wish to trespass in the area of this dispute. I am, however, referring 
incidentally to this aspect of the matter because the fixation of a wage 
structure is likely to have an effect on employees’ claim for bonus. 

52. On the concept of bonus, divergent views are expressed. Banks 
reply upon the dictionary meaning of the word and are apt to treat 

bonus as a matter of a boon, a gift or a gratuity other- 
Claim to bo- wise described as an ex-gratia payment. On the other 
of the employees are disposed to regard their claim 

for bonus as a claim for a deferred wage; it is their 
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case that the payment of bonus is intended to bridge the gap between 
the actual wage and the living wage and is in effect a mode of profit- 
sharing. This question has, however, been authoritatively considered 
by the Supreme Court in its recent decision in the Muir Mills Co. Ltd. 
vs. Suti Mills Mazdoor Union, Kanpur, A.I.R. 1951 S.C. 170. Mr. 
Justice Bhagwati, who delivered the judgment for the Court, has 
held that there are two conditions which have to be satisfied before 
a demand for bonus can be justified and they are: “where wages fall 
below the living standard and the industry makes huge profits, part 
of which are due to the contribution which the workmen make in in¬ 
creasing production’’. If these two conditions are satisfied, the em¬ 
ployees are entitled to make a demand for bonus and the said demand, 
if not satisfied, becomes an industrial claim within the meaning of 
the Industrial Disputes Act. In other words, the effect of this judg¬ 
ment appears to be that the payment by way of bonus cannot be pro¬ 
perly regarded as a mere gratuity. There may be an element of 
bounty in the payment; but under the secondaiy meaning 
which the word has acquired in industrial relations, bonus 
indicates one way of wage payment. If an employee re¬ 
ceives a living wage which does not at all fall short of the 
living standards properly so-called, or if the industry does not make 
a substantial profit, there would be no justification for a claim for 
bonus; and if a claim is made in the absence of these two conditions, 
it may not amount to an industrial dispute. If this be the true position 
with regard to the employees’ claim for bonus, it would follow, by 
the application of the plain and obvious rule of arithmetic, that to the 
extent to which the wage structure is raised the surplus profit is likely 
to be reduced and a claim for bonus likely to be impaired to that 
extent. I do not propose to express any opinion as to when the claim 
for bonus can be regarded as effectively impaired. That is a matter 
which may have to be considered properly by the authority that may 
be asked to deal with this dispute. But when the dispute before me 
was argued by banks and employees, I made it perfectly clear to 
employees that prima facie, if they succeeded in persuading me to 
recommend the restoration of the Labour Appellate Tribunal decision 
to the extent to which such restoration might involve an additional 
liability for banks, to that extent theoretically it would be possible 
for banks to argue that the claim for bonus would be impaired. As 
was to be expected, employees told me that they would rather have 
a proper wage structure, whatever its effect on the claim for bonus 
may be, than hope for payment of a proper bonus by their employers. 
It is for the purpose of explaining the logical and, if one may say so. 
arithmetical connection between the wage structure and a claim for 
bonus that I have thought it necessary to refer to this aspect of the 
matter at this stage. 


53. The incidental discussion of this topic takes me to another 
subject to which I must make a reference and that relates to the 
iMvUm claim- claim which banks made before the Tribunals, and 
b^s^resp^ before the present Commission at the earlier 

of some infor- stages of its enquiry, as to privilege in respect of 
motion certain information. As I have already indicated, it 

is partly because the Tribunals were not supplied by banks with all 
the information which the Tribunals regarded as relevant that they 
were not able to deal with the disputes as to bonus. ’When the Commis¬ 
sion sent its questionnaire to all banks, the members of the Liaison 
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Committee for bankers raised the same point before the Commission, 
The Commission then agreed that the information in regar<S 
to which banks were disposed to claim privilege should be 
communicated to the Chairman personally in confidence and 
that the Chairman would not disclose the said informa¬ 
tion to employees during the course of this enquiry. Bankers 
agreed to this suggestion and accordingly all the informa¬ 
tion which the Commission called for has been supplied 
by a large number of banks. It may be stated that a substantial body 
of evidence which has been supplied to the Commission by banks has 
never before been collected and has never been considered in relation 
to the dispute between banks and their employees. When I began to- 
hear the cases for individual banks, employees naturally made a 
grievance of the fact that information on several counts which they" 
regarded as very important was withheld from them. As often, 
happens, they were inclined to attach great importance to the infor¬ 
mation which was not known to them and which was not going to be 
disclosed to them. Since this Commission has been acting as a Fact- 
Finding Commission, and not as a Tribunal, I did not want to decide 
the question of privilege and so I assured employees that I would do 
my best to consider very carefully all the information which was 
not supplied to them and that they should be content to argue the 
matter on such information as was disclosed to them. I did not feel 
very happy in adopting this attitude. Normally, in all judicial pro¬ 
ceedings, all relevant material on which the decision of the dispute ia 
likely to depend has to be disclosed to both the parties. In fact, usually 
it is recorded in the presence of both the parties. But in the circum¬ 
stances in which the Commission came to be appointed, and particular¬ 
ly having regard to the protracted nature of the dispute, I was anxious- 
not to add to the life of this dispute by deciding the question of privi¬ 
lege; and so I had to assure employees that the information withheld 
from them would be properly taken into consideration. Besides, as I 
have already indicated, at the initial stage of this enquiry bankers had 
been promised that, in case they supplied all the information called 
for by the Commission in confidence to the Chairman it would not 
be disclosed to employees. That is why, in conducting the enquiry 
at subsequent stages, I have scrupulously kept the promise given to- 
bankers by my predecessor the late Shri Justice Rajadhyaksha and 
information which was received confidentially by him or by me as- 
Chairman of the Commission has not been disclosed to employees. 
Appendix IV gives a detailed analysis of the information which was- 
supplied to employees as well as the information which was withheld 
from them. I may add that the information which was supplied to 
employees was supplied to them after the representatives of laankers- 
on their Liaison Committee had consented to such disclosure. 

54. It appears to me, however, that it would not be out of place if I 
indicate very briefly the pros and cons of the question of privilege 
Pros and con® daimed by banks in respect of certain information^ 
of the question Banks rely upon the fact that; they are required to> 
of privilege prepare their annual balance-sheets and their profit 
and loss accounts in the form statutorily prescribed by the Banking" 
Companies Act, 1949 (Act X of 1949). Form A vmder the III Schedule 
specifies details which are required to be mentioned in the balance- 
sheet and Form B under the same Schedule prescribes the details- 
which are required to be mentioned in the profit and loss account.. 
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This latter form requires banks to mention their income (less provi¬ 
sion made during the year for bad and doubtful debts and other usual 
or necessary provisions). The case for banks is that, in permitting 
them to mention their income without indicating the provision which 
may have been made by them for bad and doubtful debts and other 
usual or necessary provisions, the Banking Companies Act, by neces¬ 
sary implication has authorised banks to treat this information as con¬ 
fidential. Section 29 of the Banking Companies Act, which deals 
with accounts and balance sheets, does not contain a specific provi¬ 
sion to this effect. But the privilege claimed by banks is based upon 
the inference which they seek to draw from the authority given to 
them by Form B to show their income, without disclosing the rele¬ 
vant provisions made by them, in the profit and loss account. The case 
of privilege claimed by hanks prima facie receives some corroboration 
from the fact that a full disclosure has to be made in the profit and 
loss account prepared under Form F to Schedule III under the Indian 
Companies Act, 1913 (Act VII of 1913). Neither section 131 of the 
Indian Companies Act, which deals with the annual balance-sheets, 
nor section 131A which deals with the directors’ report, nor Form F 
which is prescribed under Schedule III, would justify the companies 
governed by the said Act to withhold any such information while 
preparing the profit and loss account; and yet section 29 of the Banking 
Companies Act, which requires the banking companies to prepare 
their balance-sheets and their statements of profit and loss account 
in the forms prescribed by Schedule III, seems to authorise banks to 
withhold information as to the provisions made by them for bad and 
doubtful debts and other usual or necessary provisions. If the Bank¬ 
ing Companies Act permits banking companies to withhold this in¬ 
formation there would be no justification for any Tribunal to call 
upon banks to produce the said information where a dispute between 
banking companies and their employees is referred to it for adjudi¬ 
cation; that, in brief, is the position which banks seem to adopt in 
regard to the privilege claimed by them in respect of certain informa¬ 
tion. On the other hand, employees seem to contend that, whatever 
may be the position in regard to the provisions of the Banking Com¬ 
panies Act and the forms prescribed under Schedule III to the said 
Act, banks would not be entitled to claim privilege unless the said 
privilege is justified by the provisions of the Indian Evidence Act; 
and the argument for employees is that the privilege claimed by 
banks does not appear to be justified by any of the provisions of the 
Indian Evidence Act. 

55. It is true that section 21 of the Industrial Disputes Act, 1947 
(Act XIV of 1947), requires that certain matters should be kept confi¬ 
dential and should not be included in any report or award under the 
Act. This prohibition applies to all information obtained by a con¬ 
ciliation officer. Board, Court or Tribunal in the course of an investi¬ 
gation or enquiry as to any individual business (whether carried on 
by a trade union, person, firm or company) which is not available 
otherwise than by such officer, Board, Court or Tribunal, if the 
trade union, person, firm or company has made a request in writing 
to the conciliation officer. Board, Court or Tribunal, as the case may 
be, that such information may be treated as confidential. This section 
further lays down that the conciliation officer or any individual 
member of the Board, Court, or Tribunal, or any person concerned 
with the act or proceeding shall not disclose any information without 
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the consent in writing of the secretary of the trade union, or of the 
person, firm or company as the case may be. It would be clear from 
the provisions of this section that, though by enacting this section 
Legislature has prohibited the Industrial Tribunals from disclosing 
the information in question in their reports or decisions, the section 
itself contemplates the calling for of such information. In other 
words, the section seems to authorise the Industrial Tribunal to call 
for all relevant information either from the trade union or from the 
trade; but if a request is made for secrecy by either of the parties that 
request is required to be respected. Indeed, as the provisions of sec¬ 
tion 21 themselves clearly show, information in the first instance is 
received by the Tribunal. It is inevitably considered by the Tribunal 
in dealing with the dispute before it; but it would not be used by it 
in a report which may become a public document in due course. If 
that be the true position, the provisions of section 21 cannot assist the 
claim for privilege made by banks in respect of the information in 
question. 


56. Apart from this technical aspect of the matter, the position of 
the Tribunals dealing with industrial disputes must also be appre¬ 
ciated. The net profits which are shown by banks in their profit and 
loss accounts are obviously artificial. Characterising the net profits as 
artificial does not mean that in arriving at a particular figure of net 
profits banks have necessarily, or in every case, made inflated provi¬ 
sions for bad debts or for other usual and necessary provisions. If 
the claim for bonus is linked up with the presence of a substantial 
surplus profit, a Tribunal dealing with such a claim would naturally, 
and in every case, require to be satisfied that the net profits shown 
by banks in fact represent fairly and accurately the real amount of net 
profits. The Tribunal may ultimately be satisfied in many cases that 
the provisions made by banks for bad and doubtful debts or for other 
usual or necessary provisions may be perfectly reasonable and would 
have to be made for the stability of banks. But the Tribunal dealing 
with the dispute would be reluctant to give a final decision on the 
matter unless it was allowed to examine the provisions in question 
made by banks. It is because such information was not produced by 
banks before the Tribunals that the dispute as to bonus has stiU re¬ 
mained unresolved. I apprehend that tfiis point will have to be con¬ 
sidered whenever this dispute is actually decided by any Tribunal. 


57. In considering this point, two facts must be kept in mind. The 
insistence of the Industrial Tribunal to have produced before it all 
relevant evidence is natural and cannot reasonably be questioned. On 
the other hand, having regard to the delicate nature of the confidence 
factor which governs all banking business, the anxiety of banks not 
to expose to public scrutiny a certain type and class of information 
must also be appreciated and to a certain extent respected. Whether 
or not the requirements of these two legitimate, but conflicting, con¬ 
siderations can be adequately met by the existing relevant legal 
provisions, I need not, and do not wish, to say. Perhaps Legislature 
may have to intervene and provide by fresh legislation a suitable 
formula which may substantially meet the ends of justice. 
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58. Whilst I am setting forth the pros and cons of the merits of this 

controversy, I feel tempted to refer to the observa- 
OlMcrvatWs of tions made by Hubert Somervell in his “Industrial 
Peace in our Time”.* These observations appear to 
^ me to be instructive and interesting. In his book, 

Mr. Somervell had occasion to discuss the question of “salaried share 
remuneration” and he has commented on the practice of industrial 
concerns to keep back material information from their employees. One 
company—the Nunn-Bush Co.—according to Mr. Somervell, has, how¬ 
ever, departed from this practice. “Each worker of this company re¬ 
ceives a copy of the annual accounts together with a simplified state¬ 
ment which shows in graphic form how the distributive income of 
the company has been divided.” Mr. Somervell has come to the con¬ 
clusion that the policy adopted by the Nunn-Bush Company of making 
a full disclosure of facts to its employees has earned rich dividends in 
the form of complete satisfaction and contentment among the workers 
and so it serves as a very good illustration of the fact that secrecy 
generally defeats its own object. “The suspicion it creates”, says Mr. 
Somervell, “will invariably set people guessing the wrong way where 
they feel their interests are at stake.” 

59. Banks also appear to be reluctant to disclose certain other in¬ 

formation which is not covered by the provisions made for bad and 
Another prl- doubtful debts and other usual or necessary pro- 

vliege claimed visions. They are, for instance, not willing to pvo- 

by bank duce before the Tribunals for inspection by 

employees information as regards the salaries received by their 
high executives and the other benefits received by them or amounts 
incidentally spent on their account. Employees contend that the 
refusal to produce this information h^s no justification in law at 
all. In fairness to Indian banks, however, I would like to add that the 
reluctance shown by them in producing the material information is 
shared even by banks in England. During the course of this enquiry, 
the Commission wrote to several banks in England requesting them to 
give us relevant information as to the wage structure of their em¬ 
ployees, particularly in the higher class, and of the higher executive 
officers, and the request was coupled with the assurance that the 
material which would be received from banks would be treated as con¬ 
fidential and would not be disclosed. All the banks politely refused 
to give such information and each one of them stated that it was not 
customary to disclose any such information. Indeed, the disinclina¬ 
tion of banks to disclose to the public material information has been 
severely commented on by Mrs. Barbara Wootton in these words: — 


“In private employment, secrecy is even stricter. A few large 
corporations (the Big Five banks, for instance) have no 
objection to divulging the salaries of their lower-paid staffs, 

but everything over a certain maximum.is generally 

treated as strictly confidential. The business world in 
general is indeed a desert area for data about executive 
salaries, especially in the higher reaches_”t 


* “Industrial Peace in our Time” Allen & Unwin, 1950, Ch. XIV, p. 127. 
t “The Social Foundations of Wage Policy” Allen & Unwin, 1955, Ch. II 31.1 
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In this connection, it would be relevant to draw the attention of our 
bankers to the further observations made by Mrs. Wootton in her 
book. Says Mrs. Wootton:— 

“A rational wage policy cannot, however, be either constructed 
or executed in the dark. Somehow or other the secrecy 
which invests the subject of personal earnings, and parti¬ 
cularly the upper reaches pf the income-pyramid, must be 
dispelled. If Labourers, including even those that are rela¬ 
tively exalted, are worthy of their hire, it is to everybody’s 
advantage that this should be known and recognized. If 
they are not, it is only in the light of the facts that the 
matter can be put right. Present sensibilities are quite 
absurd, the more so, since they cannot, in the nature of the 
case, be universally respected. 


“The Social Foundations of Wage Policy’’ Allen & Unwin, 1955, Ch. VI, p. 171. 




CHAPTER V 


THE APPROACH TO THE PROBLEM—GENERAL 
CONSIDERATIONS— confd. 

60. Before dealing with the general question as to the method 
which should be adopted in determining the capacity of banks to 

Class approach would be necessary to consider one preh- 

adopted by Tfl ju- minary issue and this issue is in regard to the 
nals in dealing rational basis for dealing with the present dispute, 
srith the bank Jt is well-known that the present dispute came to 
d spute. referred to the Sen Tribunal on an all-India 

basis because the history of prior adjudications in respect 
of similar disputes made on a Provincial basis tended to 
produce confusion, if not chaos. In regard to inter-State 
banks, where awards were pronounced by different Tribunals 
whose jurisdiction was limited to their respective Provinces 
(State), it appeared that the wage structures evolved by 
these respective Tribunals were, in many respects, dissimilar and 
■sowed the seed of bitterness and dissatisfaction both amongst 
bankers and bank employees. That is why it was thought advisable 
to tackle this problem on an all-India basis and so the first national 
Tribunal known as the Sen Tribunal came to be appointed. The 
Sen Tribunal dealt with banks after classifying them into three 
•categories known as A, B and C. Banks were thus classified by 
reference to the amount of their working funds as described in the 
•award. When the matter was considered by the Sastry Tribunal, 
the approach to the problem was the same and the dispute was 
considered by reference to classes of banks, with this difference— 
that inter-State banks before the Sastry Tribunal came to be grouped 
in four categories instead of three. Briefly stated, bante with 
working funds of Rs. 25 crores and more were grouped in A class; 
those with working funds below Rs. 25 crores, but above Rs. 7-5 
■crores, were grouped in B class; those with working funds below 
Rs. 7-5 crores and above Rs. 1 crore were grouped in C class; and 
the remaining banks with working funds below Rs. 1 crore were 
grouped in D class. This classification was accepted by the Appellate 
Tribunal. In dealing with banks class-wise in this manner, 
provision was also made for re-classifying any given bank if its 
working funds were found to be below the lower limit or above the 
higher limit of its class continuously for a period of two years. In 
case the working funds were below the lower limit, the bank was 
•demoted to a lower class; while in case its working funds were 
above the higher limit during the prescribed period, the bank was 
promoted to the higher class. 

61. It may be possible to group banks according to some other 

criteria. It was suggested during the course of the hearings before 
Alternative sug- banks could have been better classified by 

gestions forcias- taking into account their ratio of reserves to paid- 
^fleation of up capital, or their age, the area of their operations 
iHmks indicated, and the type of their predominant business and 
their turnover, or by reference to their average profits and dividend- 
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paying capacity. It was also argued—^and with considerable plausi¬ 
bility—that the ratio of the working funds to the total load wo^d 
afford a better basis for classfication. Even on the basis of working 
funds, it may perhaps be possible to classify banks more satisfactori¬ 
ly by attempting to reduce the very large discrepancies that are pre¬ 
sent between the top and the bottom of the class. An attempt was 
made by the Commission to see how this fresh classification would 
work (See Appendix X). But it was ultimately decided to keep, as 
far as possible, to the structure of classification which had been 
adopted by the Labour Appellate Tribunal. That is why I will take 
the said classification as it stands and will resist all temptation to 
think of any other method of classifying banks on a better footing. 
The tribunals fixed the wage structure and the structure of dearness 
allowance and made other incidental provisions in respect of the 
several classes of banks separately. In other words, the Tribunals 
decided the present dispute after adopting what may conveniently 
be described as the class-wise approach to the problem. 

62. It may be conceded that it would be possible to deal with this 
dispute bank-wise. In regard to inter-State banks that were parties 
Bank-wise app- to the present dispute, it might have been possible 
roach and its to take the cases of these banks, consider their 

paying capacity separately and fix the wage struc¬ 
ture in each case in the light of the said paying capacity. In a bank- 
wise approach to the question, it would naturally be open to the 
Tribunal to fix the wage structure more satisfactorily because the 
said structure can be more easily adjusted to the specific paying 
capacity of the individual bank. In such a case, a bank with a 
higher paying capacity would pay a higher wage to its employees, 
while a bank with a lower paying capacity would pay a lower wage 
to its employees, though both these types of banks under the class- 
wise approach might have been grouped in the same class. 

63. It is, however, significant that both bankers and employees 

were agreed before the Tribunals that the dispute should be settled 
Attitude adopted questions raised by the dispute should be 

by the pardes tackled on a class-wise basis. I may add that 
before the Com- during the course of the present enquiry also most 
mission. of the banks in A and B classes agreed that the dis¬ 

pute should be settled classwise; whereas the majority of C 
class banks suggested that the dispute should be settled bank-wise. 
The employees who represented all the banks adhered to their 
earlier stand and wanted the Commission to deal with this matter 
class-wise. 

64. I have already indicated that the terms of reference require 

me to consider the paying capacity of banks both class-wise and 
The effect of the bank-wise. Indeed, in the preamble to the terms of 
terms ot refer- reference it has been recited that Government 
ence on this wanted to assess more fully the- probable effects of 
question. the Appellate Tribunal decision on the individual 

units of the banking sector to which it applies; and that necessarily 
postulates the decision of the question of the caipacity of each bank 
to pay. Similarly, sub-paragraph (4) of paragraph 2 of the terms of 
reference requires me to take into account the capacity to pay of 
the various classes of banking companies or individual units. Con¬ 
sistently with these terms of reference, I have, in the first instance. 
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examined the cases of all individual banks that sent coixect replies 
to the questionnaire issued by the Commission. In fact, the first step 
taken by me was to examine the position of each bank carefully and 
decide whether the bank in question could bear the burden of the 
Labour- Appellate Tribunal decision or not. 

65. In dealing with the case of each individual bank, I naturally 
took into account all the data supplied by the bank. Some of this 

method information cannot be disclosed in my report. That 
adopted in hold- is why I have decided to forward my decisions in 
ing the present regard to the paying capacity of each individual 
enquiry. bank separately to Government as my confidential 

report. My decisions on the cases of all individual banks will show 
that all the relevant material available to me has been duly consi¬ 
dered before the particular decision was reached. In the report, 
however, I have decided to deal with the banks falling in A and B 
classes class-wise and to consider the special cases of banks in these 
two classes that seriously contested their ability to pay. In regard 
to the banks in C class, I have decided to deal with the cases of indi¬ 
vidual banks and to record my conclusions on the capacity to pay 
individually in respect of each one of these bank.s. Natuially, the 
discussion on the capacity to pay, which will be found in my report, 
will refer only to such information as can be legitimately disclosed 
in a public document. 

66. Having regard to the terms of reference, it would strictly not 
be necessary for me to express a definite opinion as to which of the 
Merits of the two methods of dealing with the bank dispute is 
class-wise appr- more rational. However, since the matter has been 
each considered, argued before me, I may briefly indicate my views 
on this question. It seems to me that, in dealing with the 
dispute between inter-State banks and their employees, a 
more rational and more satisfactory basis is supplied by the class- 
wise approach to the problem. It is perfectly true that, in classi¬ 
fying banks, care must be taken to adopt a fair basis for classification 
and to bring together in one category banks which may be 
regarded genuinely as homogeneous in all material particulars. In fix¬ 
ing the wage structure class-wise, fcare must likewise be taken to 
fix the wage structure in such a manner that it would not be unduly 
below the paying capacity of the bank at the top of the class, nor 
unduly above the paying capacity of the bank at the bottom of the 
class. This result can be achieved if, in classifying banks, the dis¬ 
tance between the capacity of the bank at the top and that of the 
bank at the bottom is not very large or glaring. It has been urged 
before me that, in classifying banks into four categories, the Tribunals 
overlooked the fact that foreign banks and the Imperial Bank of India 
constituted a class by themselves and that they should have been 
placed in a category higher than the present A class. There may be 
:some force in this argument. It has also been urged before me that 
the present classification showed that in some classes the ^stance 
between the top and the bottom is too large. But whether or not the 
present classification is fully satisfactory, any argument based on 
the alleged defects of the said classification would not really affect 
the merits of the class-wise approach as such. If the said argument 
is sound, it only means that the classification adopted by the Tribunal 
may, in certain particulars, be defective. If the elasgification is 
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made rationally and properly, it would, I venture to think, be possi¬ 
ble to deal with a dispute like the present more satisfactorily. Com¬ 
mercial banking is a very competitive business and it was stated 
before me by most of the banks in A and B classes that, if wage 
structures were fixed separately for each one of them, it would in¬ 
evitably lead to dissatisfaction and bickerings between employees 
and banks and that it was in the interest of the banking business as a 
whole that the question of giving a fair deal to bankmen should b& 
considered class-wise. 

67. The class-wise approach to the problem raised by a dispute 
between inter-State banks and their employees would incidentally 
help to build healthy trade-union amongst bankmen in this country; 
and it would not be disputed, I think, that the growth of healthy 
trade-unionism is ultimately in the interest, not only of employees, 
but of the trade or business itself. A large number of banks in C 
class desired their problem to be considered bank-wise and this atti¬ 
tude can be easily appreciated if it is remembered that in C class 
are grouped together several banks which cannot be regarded as 
homogeneous in any material sense of the term. This aspect of the 
matter will be more fully considered when I deal with the question 
as to the capacity of the banks to pay. Incidentally, I may observe 
that the request made by a majority of C class banks for considera¬ 
tion of their problems individually cannot be regarded as based on 
their opposition to the class-wise approach as such, but is referable 
to their opposition to the present factual classification which they 
regard as unsatisfactory, if not irrational. It is true that the choice 
of the basis in dealing with industrial disputes would depend upon 
the nature of the work carried on by the industry, the position of 
the industry in the economy of the country and the nature of the in¬ 
dustrial dispute between tlie industry and its employees. The argu¬ 
ment that a class-wise approach to the solution of this problem 
attempts to put in a strait-jacket different banks, is apt to overlook 
the anomalies which seemed to follow from awards pronounced bank- 
wise and is presumably based upon the view that the classification 
adopted by the Tribunals is not as rational or satisfactory as it ixdght 
have been. It must also be remembered that the class-wise approach 
in the present dispute is analogous to the region-wise approach which 
is generally adopted in dealing with disputes in regard to other in¬ 
dustries in this country. Generally, when industrial disputes arise in 
industries other than the banking trade or business, it is not suggest¬ 
ed that each constituent of the trade or business should have its dis¬ 
pute separately adjudicated. The region-wise basis is usually adopted 
in such cases and the approach adopted by the Tribunals is analogous 
to the said basis inasmuch as, in dealing with inter-State banks, tney 
have divided banks into four classes and have divided the banking 
area into three units. 

68. In considering this question, it would also be necessary to 
emphasize the main implications of the class-wise approach, I have 
Implications of already stated that, in order that an award pro- 
class-wlseappr- nounced by an Industrial Tribunal on a class-wise 

basis should be fair and just, it is necessary to avoid 
gross disparities between the constituents of the same class and 
great care and wisdom will have to be exercised in fixing the wage 
structure applicable to the whole of the class. Once classification 
is rationally made and the wage structure applicable to the class 
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wisely fixed, then it would not be open to any constituent of the 
class to plead that it would be imable to bear the burden of the wage 
structure. TTie essence of a class-wise approach is to consider the 
paying capacity of the class as a whole, fix the wage structure in 
the light of 'Uie conclusion as to the said paying capacity and when: 
the wage structure is thus fixed, to require each constituent of the. 
said class to bear the burden of the said wage structure. 

69. Where industrial disputes are decided on the basis of a region, 
I apprehend, the same procedure is invariably adopted. If the Tri- 
_ . , bunal is dealing with an industrial dispute in the 

textile trade, for instance, the paying capacity of 
the trade in a particular region is ascertained and 
then the wage structure and the dearness allowance are accordingly 
fixed. In such a case, it would normally not be open to a textile mill 
situated in a particular region to claim an exemption from the award, 
of the Industrial Tribunal on the ground that its individual capacity 
to pay had not been duly considered. 


70. I think it is necessary to point out with some emphasis that, 
most of the banks in A and B classes specifically told me that, if I 
Attitude of banks were to come to the conclusion that the banks cons- 
again empha- tituting the two respective classes considered class- 
aised. Thedllem- wise and collectively appeared to be able to bear the 
m facing a few burden of the Labour Appellate Tribunal structure,. 
***““• then they would not claim exemption and would not. 

like to be singled out as constituents of the class that could not keep 
pace with the rest of their colleagues in the same class. Even while 
adopting the class-wise approach in respect of banks in A 
and B classes, I have examined the cases of individual banks 
in these two classes as well and my investigation made it 
clear that, whereas some banks in these two classes can bear the 
burden quite easily, others would bear it less easily, while one or 
two may perhaps experience a little difficulty in bearing the burden 
after a couple of years. In view of the fact that, on the whole,, 
banks in A- and B classes wanted the dispute to be settled class- 
wise, the question in respect of the banks which appeared to me to* 
be in some difficulty presented a dilemma and I frankly put this, 
dilemma to these individual banks as well as to all the other banks, 
in the two categories. Banking business rests on very delicate con¬ 
siderations of credit, and I was anxious to find out which coxu^e- 
would cause less damge to the credit of the banks that may not be- 
able to meet the burden of the Labour Appellate Tribunal decision, 
very easily. Would it be better from the bankers’ point of view 
that in my report I should say that the class as a whole can bear 
the burden, but that one or two constituents of the class, I foimd,. 
could not bear the burden easily and so should be exempted from, 
the operation of the said burden? Or would it be more to the 
benefit of the banks that I should require them to bear the burden, 
though in doing so the banks may have to experience some difficulty?* 
When this dilemma was posed to the banks in A and B classes,* t * 
found that the consensus of opinion was in favour of the view that 
the best solution to the dilemma would be to require the Vtanlr in 
difficulty to fall in line with its other colleagues and to bear the 
burden after making efforts to find the wherewithal in that behalf- 
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I wish to make it clear that, when I was referring to ^e banks that 
would not be able to bear the burden without some difficulty, I was 
satisfied that the limits of this difficulty were narrow, that it was 
not at all beyond their capacity to face this difficulty, and that this 
difficulty would arise, not in the immediate future, but after some 
time. This attitude adopted by banks will have to be kept in mind 
when the question of the capacity of banks, either class-wise or 
hank-wise, is considered in respect of the two categories in question. 

71. It appears that at one stage bankers were disposed to take 
the view that, in case a class-wise approach was adopted in resolv- 
The Argument ing the present dispute and it was found that a 
of dlscrimina- particular class can bear the burden, but one or 
tions. Is it valid ? two constituents of the class could not bear it, then 
the solution would be that none of the banks constituting 
the said class should be asked to bear the said burden at all. 
This view attempted to receive support from the argument 
that, if some banks were exempted and others were corn- 
pelled to bear the burden of the Labour Appellate Tri¬ 
bunal decision, it would amount to discrimination. In fair¬ 
ness to banks, I must hasten to add that, when I met the 
members of the Liaison Committee appointed by the Bankers’ 
Association at the end of the public hearings, they did not appear 
to be inclined to press this view. On principle, this view cannot 
be regarded as sound, because it runs counter to the inherent impli¬ 
cations involved in a class-wise approach to the solution of indus¬ 
trial disputes. Besides, in equity it would be hardly fair to deny 
employees their claim for a fair wage even after it is found that a 
particular class of banks considered collectively can bear the burden 
and a very large majority of the class in fact can bear it considered 
individually. In such a case, it would become necessary to deal 
with the banks, though their number may be very small, which 
either appear to be unable to bear the burden of the Labour Appel¬ 
late Tribunal decision or raise a plea of their inability to bear it; 
and in the case of such banks, if I had found that the strain on their 
resources would be unreasonably high and the imposition of the 
burden of the Labour Appellate Tribunal decision would expose 
them to a genuine and real risk, I would unhesitatingly have recom¬ 
mended their exemption from the application of the Labour Appel¬ 
late Tribunal decision. I have already explained, under the terms 
■of reference I cannot, and do not wish' to, adopt a rigid doctrinnaire 
attitude in making my recommendations to Government. But as I 
will show in a subsequent portion of my report, except for the case 
of one bank I have not come across a single case in A and B class 
which really deserves exemption from the burden of the Labour 
Appellate Tribunal decision. The case of this bank, as my renort 
will show, has been dealt with by me on a special footing. But I 
am afraid I am anticipating my conclusions. 

72. Whilst I am dealing with the merits of the class-wise and the 

bank-wise approach, it may be relevant to refer to another aspect 
Standardisation matter. It is well recognised that industrial 

•of wages : its legislation in a modern democratic State attempts 
bearing on the to evolve standardisation of wages payable to indus- 

labour in the respective categories of indus- 
pr acn ^j,y attempt to standardise wages inevitably 

raised the question as to the basis on which the structure of a fair 
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wage can be raised. Fair wage has always to be correlated with 
the capacity of the trade or business to pay, and an^ one who 
attempts to construct a wage structure has to begin his enquiry 
with the consideration of two broad questions; 

(1) What is a fair wage to which labour is entitled having 
regard to the nature of the industry or business in which it is em¬ 
ployed? and 

(2) How does the capacity of the said industry or business com¬ 
pare with the demand for a fair wage which labour puts forward? 

Now, in deciding these points, Industrial Tribunals often have 
had occasion to consider the basis on which the capacity to pay of 
any given industry should be determined. The report of the Com¬ 
mittee on Fair Wages, which has examined this question fully, 
shows that the Committee was of the opinion that “in determining 
the capacity of an industry to pay, it would be wrong to take the 
capacity of a particular unit or the capacity of all industries in the 
country. The relevant criterion should be the capacity of a parti¬ 
cular industry in a specified region and, as far as possible, the same 
wages should be prescribed for all units of that industry in that 
region” (p. 15 of the report). The committee has also significantly 
added that “it will obviously not be possible for the wage-fixing 
board to measure the capacity of each of the units of an industry 
in a region and the only practicable method is to take a fair cross- 
section of that industry” (p. 15). It would be noticed that on this 
point three views are expressed. According to one view, the capa¬ 
city to pay should be judged by reference to a particular unit of 
the industry; the second view requires that the capacity of a parti¬ 
cular industry as a whole should be taken into account; while the 
third view requires the capacity of all industries in the country to 
pay to be comprehensively considered. The Committee rejected 
the first view as being too narrow and the third view as being too 
broad; and it accepted the golden mean and came to the conclusion 
that the capacity of a particular industry as a whole should be taken 
into account by an Industrial Tribunal which is entrusted with the 
task of raising a wage structure in a giveri industry. It must also 
be pointed out that the same view has been taken by the Bombay 
Textile Labour Enquiry Committee and that the examination of 
important awards of Industrial Tribunals and Courts in Bombay, 
Madras, and Bengal indicates that the Tribunals and Courts were 
also inclined to examine the profit-making capacity of an industry 
with a view to decide whether the industry can bear the burden 
of certain additional expenses. If, in dealing with industries other 
than banking, the basis for determining the capacity of the industry 
to pay has been the basis of a region, and not the basis of the capa¬ 
city of an individual unit in the trade, it may be open to doubt 
whether there is anything special in the banking trade or business 
which justifies or necessitates a departure from the said practice. 
I am, therefore, inclined to take the view that the region-wise 
approach, which is generally adopted in dealing with disputes in 
industries other than the banking industry, supports the argument 
that, when disputes ^e between inter-State banks and their em¬ 
ployees which raise general issue about the wage structure and the 
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■dearness allowance, they might be more rationally decided on the 
basis of a class-wise approach. Criticism against a particular classi¬ 
fication and opposition to undesirable results flowing from such 
defective classification has no relevance to the decision of the theore¬ 
tical question as to whether the class-wise approach itself is desir¬ 
able or not. If a particular classification is defective and it has 
■consequently led to hardship, the solution lies, not in abandoning 
the class-wise approach, but in attempting to construct the classes 
■on a more rational and satisfactory basis. 

73. In considering the classification of banks, it becomes neces¬ 
sary to decide whether deposits made with the foreign branches of 
The Tinrid -ri i of Indian banks should be taken into account while 
forei^ depoelte determining the status of the banks. It also becomes 
omd foreign divi- necessary to consider whether the net profit made 
dends by the foreign branches of Indian banks should be 

taken into account in deciding their capacity to pay. I am 
•disposed to think that it would not be right to take into 

account the foreign deposits in determining the status of 

an Indian bank. On the other hand, I think it would not 
be right to exclude from consideration the net profits made 
by the foreign branches of Indian banks in determining their 
capacity to pay. It is necessary, in this connection, to re¬ 
member that the net profits are made, not by an associate 

bank, but by a branch of the bank, and that the balance-sheet and 
the profit and loss account that are presented by such a bank from 
year to year cover, not only the branches of the bank in India, but 
also the branches of the bank outside India. In other words, the 
bank as a whole is one entity and it is made up of all its branches 
wherever they may be situated. If a foreign branch suffers a loss, 
it would be entitled to call for assistance from its parent body in 
India. If that is so, the net profits made by the foreign branches must 
come back to the parent body and cannot be ignored when the 
capacity of the parent body to bear the burden of any award is in 
dispute. The question as to the net profits made by the foreign 
branches of an Indian bank would be relevant and material in deal¬ 
ing with the cases of some of the Indian banks to which I will refer 
in a subsequent portion of my report. 

74. In the present enquiry, I have foimd that there are some 
banks that need special individual consideration, and so the pro- 

blems raised by these banks would be dealt with 
separately. These banks are the displaced banks, 
banks that claim to have now become one- 
State banks, that have entered into agreements with their employees, 
the United Bank of India, Calcutta, the Indian Bank, Madras, the 
Bank of Bikaner and the Jodhpur Commercial Bank. Besides, I 
propose to deal with the problem of banks in Travancore-Cochin 
separately by itself. 

75. I have discussed earlier the rationale of class-wise or bank- 
wise adjudication in respect of the dispute in the banking industry. 

Although the Industrial Dispute Act, 1M7 classified 
an industry, in essence it is financial 
^ f P ' service rendered to the community. This differ¬ 
ence is vital to the present dispute in that it is even more 
difficult to measure productivity of labour and to correlate it to 
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■wages in a service industry such as banking than it is in secondary 
industry, where there is at least an approximately basis of measure¬ 
ment afforded by physical output. The efficiency and productivity 
of bank labour are composed of diverse elements such as accuracy 
of work, courtesy and promptness in service, which by their very 
nature cannot be measured and compared. This makes the problem 
•of wage fixation and adjudication in banking relatively difficult 
though not intractable. Before wages can be awarded to bank 
workmen the earning capacity of each unit must be judged because 
it varies from bank to bank depending on resources, size and num¬ 
ber of branches and the skill of management. But adjudication of 
wages on the basis of individual units, as I mentioned earlier, would 
lead to a complex wage structure which would generate discontent 
among employees of banks with similar standing but having a 
•difference in their earning capacity. For this reason the approach, 
.as I have emphasised above, which seems to be more reasonable, 
is the class approach, for after all banks of comparable standing and 
resources should be able to meet a given wage structure and if some 
•of them cannot do it the fault very probably may lie in the deficiency 
of the management. This course of action would not handicap or 
favour particular banks belonging to the same class and the sense 
of equal treatment would satisfy labour. When I tried to apply 
■this approach to the different classes I was satisfied that in the case 
of A and B class banks it would result in fair treatment both to 


•employees and employers. Banks in these two groups also plead¬ 
ed for a class-wise treatment. But when I came to C class banks 
■the difficulties of class approach became glaring. With the narrow¬ 
ing of class resources as in the case of C class which consists of 

banks with resources of Rs. 1 crore to Rs. 7i crores,. I- found 

that differences in standard of management made for sharp varia- 
■tions in earning capacity. Two banks, one with resources of Rs. 2 
•crores and another with Rs. 3 crores differed in their capacity to 
pay. Most of such banks are started by local enterprise and have 
a wide network of branches whose operating unit is very small. 
The clientele also consists of middle-class savers, petty traders and 
•small industrialists. The C class banks, therefore, are, in my opinion 
a mixed bag and applying class approach to them would have result¬ 
ed in hardship to several banks. In order to accommodate the 

smaller ones if the wage structure were to be fashioned to suit 

them, it would react adversely on the employees of bigger and 
•better managed banks in the same class. The converse would also 
result in hardship to some class. I was, therefore, impressed by the 
unsuitability of class approach in the case of C class banks as the 
•class IS constituted at present. A majority of banks in this class 
too pleaded that I should consider the case of each bank on its own 
ments. Accordingly I have decided to consider the case of banks 
in L. class on bank-wise basis. I believe this approach is fair both 
to employees and employers and is besides in accordance with the 

The problem of D class banks is 
largely timit^ to the concession of exemption granted to branches 
m Part B and Part C States other than Delhi, Ajmer and Coorg and 
propose to deal with it as a separate issue applying to all banks 


consideration in regard to capacity to 
pay was that of the basis for measuring it. It is hardly necessary 
to emphasise that the concept of capacity to p^ is a function of 
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several variables not all of which can be controlled by the policies; 
of an individual bank. Notwithstanding this I thought that it 
would be better to apply some objective criteria, though they may 
not be perfect, to judge the capacity of banks to pay and in making, 
final assessment keep in mind the uncertain factors in the situation. 
Accordingly the following criteria were applied in assessing the 
position of individual banks. 

77. Although age is only remotely related to the question of 
capacity to pay which, it may be argued, must be 
capiMl and solely judged on the earnings of a bank, it has an 
seizes important bearing on the structure of a bank which 

is relevant to the issue before me. I have found that many of the 
older banks have been able to build adequate reserves which are 
equal to or exceed their paid-up capital, but in the case of younger 
banks the reserves have been invariably below paid-up capital. In 
the case of these banks, I had to make allowance for building up 
further reserves. The size and composition of capital and reserves 
were also relevant to the problem inasmuch as they constitute 
‘owned funds’ and a guarantee to depositors for the ultimate safety 
of their money. In the case of bigger and older banks capital and 
reserves as a proportion of deposits were smaller, while in the case 
of smaller banks they were larger. In the first instance, the small¬ 
ness of the proportion could not be regarded as a weakness as the 
banks concerned had a long standing and reputation for sound 
management. In the latter case the high proportion was in fact 
an indication of the weakness of banks and their inability to attract 
deposits. In their case also reserves were scanty and rnuch below’ 
paid-up capital. Where it seemed that an attempt to rehabilitate 
them was being made under official guidance, it appeared to me that 
additions to their reserves would be a helpful factor. I had also to 
consider the proportion of reserves to paid-up capital, because when 
they were below paid-up capital, under section" 17 of the Banking 
Companies Act a bank was required to transfer to reserves annual¬ 
ly, before any dividend was declared, 20 per cent, of its net profit un¬ 
til such reserves were equal to paid-up capital. In the case of those 
banks whose reserves already exceeded paid-up capital and they 
themselves made no provision for published reserves, inner reserves 
if any and annual provisions for such reserves were taken into 
account in judging their strength and need for further provision in 
the light of their experience with risk-bearing assets in the past. 
Besides attaching importance to the size of capital and reserves, the 
Commission considered the frequency, magnitude and reasons for 
withdrawals from reserves where such withdrawals were made 
Where provision was made for bad and doubtful debts and for 
depreciation in investments by direct debit to profit and loss 
account, the extent of such provision and its frequency were also 
noted. The underlying intention for such scrutiny was to give due 
weight to the quality of assets and management; of course, allow¬ 
ance was made for the normal risks of business. Since the figures 
of depreciation in investments and bad and doubtful debts were 
collected, these were set off against reserves to find out the size of 
free reserves of banks. 

78. pie figure of working capital and its composition were col-^ 
lected by the Commission with a view to finding the trend of hnnir 
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resources as also cost of obtaining such resources. 
prorkinK capital, The fact that in recent years there was a fall in the 
of Jatcreat working capital of banks and its composition was 

deposits and t;t,ang in g in the direction of an increasnig proportion 
expM- saving deposits to total deposits was 

neV profit takeninto account in judging the future trend. This 
find branches. together with the trend in interest rates on deposits 
pnd advances was used for estimating the course of future earnings. 
The Commission also collected the figures of gross earnings and 
Sfexpenses, the former without deduction for bad and doubtful debts 
■find for other usual necessary provisions. Since a great deal was 
ihade of these deductions, particular care was taken to see if any 
bank was making an excessive provision for inner reserves and 
thereby showing smaller published gross earnings and net profit. 
Where gross earnings were declining, reasons for such decline were 
studied. On the expenses side detailed study was made of the com- 
-^oncnts of expenditure and where sharp increases were noticed banks 
were questioned to explain the rise. Where the Commission noticed 
that banks were indiscriminately offering higher rates to attract 
deposits from other banks, or that other expenses were high on 
iccount of laxity of management, a note was made of these things 
-while assessing the capacity of those banks. The size of net profit 
and appropriations therefrom were studied in the case of each bank; 
arising from this the Commission also made a study of the dividend 
policies of banks to see if the policies wei*e appropriate or 
■imprudent. 

79. Since it was apprehended that implementation of the Labour 
Appellate Tribunal decision would lead to closure of branches and 
curtailment of banking facilities, the Commission devoted one whole 
'section of its questionnaire to this problem. It was alleged that the 
closure of branches in recent years was the direct result of the 
awards. Banks were asked to classify branches which were closed 
according to the main reason for closure. The study was carried 
further to see the impact of the Labour Appellate Tribunal deci¬ 
sion on the branches of individual banks. 

80. As will be seen from the above, the Commission took great 
care in making a complete study of each bank before it assessed 
;its capacity to pay. To make the assessment as objective as pos- 
tsible, the Comniission collected from banks information in regard to 
; the increase in the establishment charges of workmen over a period 

of three years, upto 1957. It may perhaps be permissible to say 
. that the terms of reference of the Commission did not expressly 
require this and the Commission may have legitimately based its 
conclusions on the operations of 1954, but in fairness to banks and 
in the interests of the safety of banking, the Commission wanted 
to be doubly sure of its conclusions by stretching the study over 
a period. Two other considerations that weighed in the mind of the 
Commission were that the maximum life of .an award imder the 
Industrial Disputes Act is three years and that deductions in the 
emoluments of a class of employees covered by the provisions in 
clause 3(g) of the Government modified decision should also be 
spread over three years. Banks were asked to fit each employee 
into the appropriate scale under the Labour Appellate Tribunal 
decision as well as the Government modified, decision and give the 
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Commission the figures of increase in the establishment charges year 
by year. They were also asked to give information in respect of 
provident fund, pension fund and gratuity. In regard to gratuity 
the Commission requested banks to take into account the amount 
to be paid on the basis of possible actual retirement of employees 
in these years. The additional burden in the case of each bank 
which resulted from the consolidation of these three components was 
.correlated to its earnings and expenses. 

81. In doing this the Commission was confronted with the diffi¬ 

culty that it was not possible to know as to what would be the 
Selection of base eamings of banks in future years; would they be 
year for mea- upward or downward or stationary? In view of 
-eurement of the difficulty of projecting the etumings of banks, 
earning. Commission decided to relate the increase in 

the burden to actual eamings in the past. There were two phases 
in the earnings of banks, one upto 1950 and the other from 1951. 
The gross eamings increased sharply in 1951, rose further in 1952 
but declined in 1953. But these were not normal years in the sense 
that the effect of the Korean War boom was refiected in the earn¬ 
ings of 1951 and 1952 (this because the busy season of one year 
spills into the other); similarly the changes in the monetary policy 
introduced in 1951 and the recessionary tendencies which developed 
here and abroad in 1952-53 were reflected in the earnings of 1953. 
In addition in these years the declining trend of deposits had per¬ 
sisted. The year 1954 was the first year in which the banidng 
.system could be said to have worked under normal conditions when 
the impact of the Plan on the resources of banks was for the first 
time becoming visible. The deposits of banks had started rising in 
the early part of the year. The Commission, therefore, had the 
ehoice of taking an average of 1951, 1952 and 1953 or adopting the 
figures of 1954. The first course suffered from the drawback that 
the average would reflect the abnormal conditions which existed in 
those years; the second, it might be argued, would be too short an 
experience to base long-term conclusions. The Commission, how¬ 
ever, decided to adopt the second course on the ground that it was 
the first normal year when banking seemed to have readjusted it¬ 
self completely to the changed situation and in which the effect of 
the Plan was reflected. In view of the commitment of the country 
to raise the rate of investment to a planned figure and for this 
purpose, to resort, if necessary, to deficit financing, the Commission 
felt that it would not be wrong to assume that the resources of 
banks would increase in the next two or three years and, therefore, 
their earnings would also increase. In any case the experience of 
banks in the next two or three years would not be worse than that 
of 1954. 

82. To make its approach more firm, the Commission consulted 
some economists and they appeared to be of the opinion that the 
ilonfirmatlon by earnings of banks in the next two or three years 
^conomitM and would not be lower than what they were in 1954. 

I asked a similar question to bankers and the 
consensus of opinion seemed to be that the e}q>ectation of h anks 
was that their earnings would not go below those of 1954 and 
possibly may be slightly upward. It was, therefore, decided that 
the earnings of batiks in 1954 should be taken as the basis for 
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measuring the possible impact of the increasing burden of estab¬ 
lishment charges under the Labour Appellate Tribunal decision smd 
the Government modified decision. Accordingly the Commission 
projected the items of expenditure of banks from 1954 to 1957 on 
the basis of information supplied by them and keeping as far as 
possible the appropriations from net profit on the same basis as in 
the past excepting in the case of bonus to employees which it was 
presumed would be payable from the residue, if any. Of course, 
.there are two changes which followed such projection; firstly, where 
iiet profit declined the amount of provision for taxation was re¬ 
duced; secondly, where banks were required to make provision for 
reserves under section 17 of the Banking Companies Act, the 
amount of provision declined with the decline in the net profit. It 
should be remembered that since the earnings were taken as 
stationary and expenses were shown as increasing, the net profit 
was bound to show contraction from year to year. An estimate 
made on this basis could not be treat^ as anything but approxi¬ 
mate and this fact was kept in mind in making the final assessment. 
If as a result of projection it appeared that the bank would not be 
.confronted with a deficit, prima facie, it had the capacity to pay. 
Where the deficit was of a small order the assumption was made 
that the bank may be able to cover it by the possible increase in 
its earnings provided it appeared from its past record that its 
resources would grow following the implementation of the Plan. 
Where the deficit appeared to be too large from the very beginning 
of the implementation, the conclusion was that the bank would be 
unable to bear th^ additional burden of establishment charges as 
per the Labour Appellate Tribunal decision. In such cases my view 
was that I should not disturb the existing arrangement under which 
the bank had implemented the Government modified decision. 

83. As said earlier the Commission collected from banks informa- 
£zecudv« coats tion bearing on all aspects of their operations, 
.amd dividend po- When these figures were studied, it struck me that 
licy considered there were two aspects of the problem which need¬ 
ed reorientation. It was found that in the case of 
bigger banks and even some smaller ones, the remuneration paid to 
the top executives was out of proportion to the remuneration paid 
. elsewhere for jobs of comparable responsibility. Apparently the 
high remuneration paid to the executives was justified in the condi¬ 
tions that existed in this country before some years. The question 
which I had to consider was whether in the context of the changed 
. objectives of State policy there would be any justification for pay¬ 
ment of such high remuneration for skill which by no conceivable 
standard could be regarded as rare. Secondly, banks in India, 
unlike the British banks which had virtually observed a dividend 
freeze between 1930 and 1952 were quick in passing on to their 
shareholders the extra profits which they had eam^ during the 
war period. Barring a few banks, most big banks raised their rates 
of dividend during the war and post-war years, although it should 
have been apparent that profits made under inflationary conditions 
may not continue when the economy returned to normalcy. It was 
also patent that during these years the wages of workmen were not 
folly adjusted to the rise in the cost of living and with tiie awaken¬ 
ing among labour the demand for fair wages was bound to come 
sooner or later. Moreover dividends were increased in a period 
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when Government itself was following a cheap money policy with 
the result that, being treated as near giltedged securities, every 
increase in dividend brought to the shareholders of bank shares a 
handsome capital gain. It appeared to me that if the commitments 
to shareholders which were based on profits made during an 
abnormal period must not be disturbed and if the high remuneration 
paid to the executives during a regime which no more existed were 
to be protected, then other things remaining the same, it would be 
very difficult, if not impossible, to improve the standard of living of 
the workers. One of the pleas which was strongly put forth by 
bankers was that if the establishment charges were to increase, 
banks may be forced to reduce the dividend. Although I recognise 
the practice of bankers to maintain a stable dividend, claims in 
support of that practice must be backed by equally conservative 
dividend policy. The resistance of leading bankers to pay a fan- 
wage to employees appears to stem from their desire to protect the 
structure of executive costs and remuneration to capital based on 
conditions which no more existed. With the adoption of the objec¬ 
tives of a socialistic pattern of society, there is a prima facie case 
for bringing about a redistribution of earnings between capital, 
executives and labour. 

84. In this connection some bankers advanced the plea that if 
banks were forced to reduce the dividend that would affect the 
Would reduction confidence of depositors and have adverse repercus- 
^dividend neces- sions on banks. I have considered this plea very 
sariiy affect de- carefully because it is far fifom my desire to affect 
positors’ confi- the stability of banking. Banks may be forced to 
■ reduce dividend because of a fall in net profit; 

this may result from either reduced earnings or business losses or 
increasing expenses. To the extent to which the net profit has 
declined on account of business losses or reduced earnings and in¬ 
creasing expenses resulting from inefficiency of management, it is 
understandable that since this would reflect on the quality of 
management the depositor may become wary about the safety of his 
deposits. If on the contrary the management of the bank is sound 
but expenses are increasing because of statutory increases in wages 
and the bank is required to cut down its dividend, I do not see why 
the depositor should think that his deposit would be unsafe. It is 
true that if the increase in expenses is so much as to overtake the 
earnings of banks the confidence of the depositor may be shaken. 
Such an eventuality is an extreme case and not relevant to the 
problem before me. I do not, therefore, think that if payment of 
fair wages results in slightly lower profits the confidence of the 
depositors would be shaken and the banking system affected. I am 
aware that it would be more pertinent if it was argued that no fresh 
capital would enter the banking industry if profits and dividends 
decline. But in the conditions of to-day what is needed is not 
further expansion of banking in the sense of establis hm ent of new 
units but consolidation of existing banks. In fact if consolidation 
of banking could be brought about the expansion of banking facili¬ 
ties into the interior which is so much desired to-day could be based 
on a more stable foundation. I discussed this question also with 
some of the leading economists and they were of the same opinion. 
Moreover, if the choice is between paying fair wages to Mnployees. 
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;and slightly reducing dividend to shareholders, I have no doubt 
that claims to fair wages should have priority over dividend in this 
limited sense and to this limited extent. In saying this it is not 
my intention to suggest that capital is not entitled to a fair return. 
When, however, the dilemma is between paying a little more to 
capital and a little less to labour, the relative criteria of fairness 
must change in favour of the economically weak. This I believe to 
be the essence of a socialistic pattern of society and the very basis 
of all social and economic legislation. 

85. The poser in the foregoing paragraph, I believe, is of only 
theoretical importance. In actual practice I have no doubt that 

banks will be able to devise measures to increase 

kers’ views their earnings. When the question of the possibi- 
on _ incraasing jji-y increasing earnings was put to a leading 
earnings c e . banker, his reply was that banks in India could 
certainly increase their earnings because in his opinion the banking 
.service in India was the cheapest compared to many other coun¬ 
tries. This view finds support in the speech of the Chairman of 
the Indian Banks’ Association at the Eighth Annual General Meet¬ 
ing in March 1955. He says, “To off-set to some extent the all 
round rise in costs, I believe it is necessary for banks, also to raise 
the interest rates on their advances wherever possible. While the 
rates of Government borrowings have risen to 4 per cent from 
2i per cent., I think the rates charged on advances have not been 
raised commensurately. It is praiseworthy that banks have tried 
their utmost to keep them as low as possible with a view to help 
the country’s economy, but I feel that the time has now come when 
a part of the all round increase in the costs will have to be trans¬ 
ferred to and borne by their constituents, viz., the depositors, the 
borrowers and the public that are served by the banks.” 

86. The further suggestions made by the Chairman in the same 
speech deserve, I think, very serious consideration by the Indian 
bankers. Said the Chairman: “I should like also to stress the need 
for levying reasonable service charges for the numerous services 
that banks have been rendering to clients upto recently almost 
gratis. A banker does not like to charge his constituents for some 
of these services if he can help it, but considering the increase in 
costs which are mandatory and over which he has no control, I 
think he should now try to reimburse himself by levying a charge 
that would compensate him for the cost involved in rendering the 
servnee. If he will not do so, I fear that a time may come when 
it will be difficult for him to continue rendering some of these ser¬ 
vices to his constituents, and I think that rather than be without 
such services constituents would prefer paying for them. In my 
opinion, the cost of cheque books, paying-in-slip books, pass-books 
etc. should be charged for by the banks and, particulai'ly in respect 
of accounts which do not keep credit balances sufficient to compen¬ 
sate the servicing of them, an adequate service charge considering 
the turnover involved should be made. I am told that in America 
service charges are quite usual, but I know that Indian banks are 
reluctant to make such charges on a large scale, as they feel that 
banking in India is still very much under-developed, and this may 
retard'the development of the banking habit”. 
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87. I discussed the question of increasing advances rates and 
levying service charges with some economists. In regard to service 

charges they seemed to feel that if the expenses of 
******* banks increased they would be fully justified in 

levying or enhancing service charges to their con¬ 
stituents. As regards advances rates the opinion was divided, 
some agreeing that if the costs of a service like that of banking 
increased, obviously a part of the increasing burden must be borne 
iby the community. Others thought that they would prefer a small 
reduction in the dividend rate rather than an increase in the ad¬ 
vances rates, as a rise in the interest rates might adversely affect 
enterprise. When it is suggested that perhaps banks could increase 
their earnings through a rise in advances rates, it is not intended 
to say that they should find all the money through that source only. 
What I have in mind is that banks should try to add to their earn¬ 
ings in many ways, one of which would be a slight increase in 
the advances rates. My calculations show that if banks were to put 
up the advances rates even by one-eighth or one-fourth of one per 
cent, the increased earnings would help meet a substantial part of 
the increase in the burden, the remainder being found through 
service charges and rising resources. Suggestion of these methods 
need not he taken to mean that I have taken into account increase 
in earnings through these sources for meeting the increased estab¬ 
lished burden under the Labour Appellate Tribunal decision. My 
purpose in referring to them is to show that in case the normal in¬ 
crease in earnings which would take place under the impact of the 
country’s development does not materialise, then banks should fall 
back upon these sources for meeting the rising burden. It was 
pointed out to me that banking in this country is a highly compe¬ 
titive industry and no one bank could act unilaterally. I suppose 
this difficulty is fully assumed in the fixation of wages for classes of 
banks which normally compete among themselves. Despite this if 
banks in the same class react differently to a uniform increase in 
wage buixlen, those which feel handicapped must look to improving, 
their efficiency to a level comparable to that of others in the same’ 
class. 

88. Another method of dealing with the increasing burden of 
establishment charges is to effect economy in the expenses of banks. 
It was the opinion of most banks that the only item in which some 
reduction in expenses could be made was in the burden of interest 
charges on deposits. If the rates could be reduced there would be 
considerable saving to banks, but so long as the force of free com¬ 
petition exists, the banks argued that no unilateral action was pos¬ 
sible for fear of losing deposits. Everyone felt that concerted 
action would yield results but no one saw any prospects for such 
action. An attempt in this direction by the Indian Banks’ Associa¬ 
tion in the past had failed. I am aware of the difficulties of bringing 
about an agreement in regard to deposit rates among banks of vary¬ 
ing size and standing, but I fail to see why in their own self- 
interest banks belonging to particular competing groups cannot agree 
among themselves on the ceilings for these rates. If, however, such 
an agreement is not voluntarily possible it may become necessary 
for Government to consider whether they can regulate the deposit 
rates for banks. In this connection bankers also complained to me 
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that they had to face competition not only from sister institutions^ 
Wt from Government as well. The various loans floated by the 
Central and State Governments and the savings schemes sponsored 
"by the Government of India offered more attractive rates to in¬ 
vestors. In some cases the added attraction is that income from; 
tjsuch investment is tax-free. Government competition, they said, 
.has not only diverted deposits from banks but has made it impos¬ 
sible for banks to lower the rates of interest from the existing 
level. But it appears that the problem of deposit rates is essen¬ 
tially one of inter-bank competition because to a large extent bank 
deposits (savings and fixed) cannot be regarded as a competing 
alternative to investments in Government securities and small 
savings for several reasons. Firstly, Government securities and 
small savings are investments out of genuine .savings, whereas time 
deposits of banks are repositories of temporarily idle business funds 
or of individual savings awaiting investment. Secondly, higher yield 
on small savings can be obtained only if they are held to matu¬ 
rity and for a period comparable to, say, that of fixed deposits, the 
yield on small savings may be much lower; nor is the tax-exempt 
character of these investments a decisive advantage to small depo¬ 
sitors and investors who may not be liable to income-tax. The 
advantage of easy encashability of small savings is off-set by the 
borrowing facilities usually available to holders of fixed deposits. 
It is significant that bigger and sounder banks have been able to 
get savings and fixed deposits at lower rates which are also not tax- 
free. The convenience of banking service is an attraction which the 
depositor values and, therefore, I do not think that for the present 
any special action is called for in regard to the rates offered by 
Government. 



CHAPTER VI 


PRELIMINARY QUESTIONS IN REGARD TO THE IMPLE¬ 
MENTATION OF THE LABOUR APPELLATE TRIBUNAL 
DECISION 

89. In this chapter I propose to consider some preliminarj' 
nAor u iin questions. I will first take the question of dearness 
ance * allowance. I shall preface my examination of the 
dearness allowance schemes adopted by the Sastry 
and Labour Appellate Tribunals by a few general observations on the 
question of dearness allowance on accoimt of its important 
character in the existing context. In a sense, the present enquiry 
hinges largely on the question of adequacy or otherwise of the 
dearness allowance paid to bank employees. What is important 
to the wage earner or the salaried employee is not so much the 
amount of money he receives by way of remuneration as the 
quantity of goods and services whick he can purchase with that 
money. The latter represents his real wages. When economic 
conditions change the quantity of goods and services he can obtain 
for a given amount of money also changes. He obtains less or 
more as prices rise or fall. It becomes necessary, therefore, to 
adapt labour incomes to the general economic situation in order to 
maintain existing standards of living. In a situation when 
prices are rising this could be done either by adjustments of 
wages or the grant of a special allowance to compensate for the 
rise in prices. The question of dearness allowance thus assumes 
considerable importance from the employee's point of view. 


90. The practice of paying dearness allowance as such is more 
or less particular to India. In other countries the 
Practice in res- practice generally is to step up wages to compensate 
pcct of adjust workers for any increase in cost of living. InAus- 
^st of iT^n^in tralia, for example, till very recently the basic wage 
other countries consisted of a ‘needs’ basic wage which was periodi¬ 
cally adjusted according to the cost of living index 
and a ‘prosperity’ loading. The automatic adjustment of the ‘needs’ 
basic wage helped to stabilise the purchasing power of employees. 
The principle of such automatic adjustment, however, has now 
been abandoned in that country. In New Zealand, the Economic 
Stabilisation Emergency Regulations require the Arbitration Court 
lo take into consideration when fixing wage rates for any class of 
workers certain economic factors including the rise or fall in the 
retail prices. In the United Kingdom, collective agreements in a 
number of industries provide for the automatic adjustmenT of 
wage rates on a pre-arranged basis, in accordance with the changes 
in the average level of working class cost of living as indicated by 
the official index figures. These sliding scales, first introduced 
towards the end of the World War I, were extended to many more 
industries during the Second World War. Recently there has been 
some shift in policy in this regard. The Treasury has now decided 
that additions to pay on account of higher cost of living where it 
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is a temporary phase should preferably take the form of a temporary 
allowance. On the other hand the sliding scale based on the 
cost of living has recently become increasingly common in the 
U,S.A* 

91. The sliding scale leads to and helps to maintain inflation 
for, on the one hand higher wages increase production costs and 
on the other, workers’ higher incomes increase demand and help 
to raise market prices. Rising prices necessitate further wage 
increases and so a cumulative process is evolved which precipitates 
inflation to such an extent as to necessitate, because of its adverse 
effect on the entire economic and social structure, the adoption of 
measures to fight it on all fronts, in particular, by the abandonment 
of the sliding scale itself. A sliding scale, linked to cost of living 
developments can at best do no more than preserve the wage 
earner’s purchasing power; it cannot increase that purchasing 
power to the extent that would be in keeping with economic pro- 
gress.f 

92. In India, the practice of paying dearness allowance originated 

during the First World War when the cotton textile 
Practice in India workers in Bombay and Ahmedabad demanded com¬ 
pensation for the rise in the cost of living. During the 

Second World War, such demands were more 
common and more insistent. The findings of the Rau Court of 
Enquiry regarding dearness allowance for railway employees 
caused a spurt of demand for dearness allowance all over the 
country. Towards the close of the war and during the immediate 
post-war years the grant of an adequate dearness allowance was 
very frequently an issue in industrial disputes and the labour 
judiciary in the country has from time to time discus.sed it almost 
threadbare. 

93. The systems of dearness allowance generally recommended 
by Adjudicators may be classified into two broad categories: (1) 
those not linked to cost of living index numbers and (2) those 
linked to cost of living index number..t Under the first category 
may be mentioned the dearness allowance schemes applicable to 
most of the industries in West Bengal and some of the small scale 
industries in other States. These industries pay dearne.ss allow- 
•ance to their workers at a flat rate unconnected with changes in 
the cost of living. For instance, the workers of the cotton and 
jute mill industry in West Bengal are granted dearness allowance 
at a flat rate of Rs. 30 and Rs. 32-8-0 p.m. respectively. A variant 
of this system whereby the dearness allowance paid is varied 
according to income groups is also in vogue. Under this system 
the amount of dearness allowance increavses with each slab of 
salary increase, but the proportion of dearness allowance to the 
'.salary goes on diminishing. This is generally on the lines of the 
formula recommended by the Central Pay Commission. The 


* I.L.O. Methods of Remuneration of Salaried Employees, April 1952, p. 79. 
t Ibid p. 80. 

X Industrial Awards in India. An Analysis, pp. 31—34. 

45 MofLab.-6. 
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Central Pay Commission’s formula had also provided for adjust-- 
ment of the allowance to changes in the cost of living index 
numbers but this has been ignored by most of the Adjudicators^ 
Under the second category, three schemes of regulation of dearness, 
allowance may be mentioned, namely: 

(a) flat rate of dearness allowance irrespective of income- 

groups; 

(b) dearness allowance linked to cost of living index 

numbers on a scale graded according to income groups;, 
and 

(c) dearness allowance linked to the cost of living index: 

numbers but at rates diminishing as the index rises. 

(a) is typical of the method followed by the textile industry in 
Bombay, Madhya Pradesh, Madhya Bharat and the South. Accor¬ 
ding to it, a certain rate of allowance is fixed for the rise of every 
point above the index number for the base period. This has the 
effect of giving the same dearness allowance to all the workers 
irrespective of their income which means the grant of a higher 
proportion of the wage as dearness allowance to workers in the- 
lower wage groups. 


94. The Central Pay Commission’s scheme of dearness allowance 


shown below is typical of the scheme 
graded according to income groups; 

linked 

to cost 

of living and 

Pay Range 

Index 

280 

260 

240 

220 

200 

180 160 

Upio Rs. 50 


30 

25 

20 

15 

10 

5 

Rs. 51—100 . 


40 

35 

30 

25 

15 

JO 

Rs. loi—150 . 


45 

40 

35 

30 

I<S 


Rs. 151—200 . 


55 

45 

35 

30 

20 


Rs. 201—250 . 


60 

50 

40 

30 

20 

.. 

Rs. 251—300 . 


75 

60 

45 

30 

25 


Rs. 30T—500 . 


»5 

70 

55 

40 

25 

• • •. 

Rs. 501—750 . 


105 

S 5 

60 

40 


• • • • 

Rs. 751—1,000 


125 

100 

75 

50 




95. Generally speaking, two main considerations have governed' 

the grant of dearness allowance, namely, (i) the extent 
Considerations of neutralisation aimed at; and (ii) the capacity of 
|ran?o?dearnes8 industry to bear the financial burden (i) has 
allowance generally been dependent on (ii). 

96. Perhaps the most controversial point in regard to the grant 
of dearness allowance is the extent of neutralisation of the rise in 
the cost of living to be allowed. The recommendations of the Central 
Pay Commission in this regard have had a profound influence in 
subsequent adjudications on the subject. The Pay Commission 
observed as follows: ‘‘We are of the opinion that for the classes^ 
whose pay only enables them to live on the marginal level in 
normal times, the allowance must be so fixed as to neutralise the 
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rise in prices. Some of the upper grades too will require a mea- 
sui'e of relief.”* The Fair Wages Committee agreeing with the 
view of the Central Pay Commission recommended 100 per cent, 
neutralisation of the increase in the cost of living for the lowest 
categories of wage earners and a lower rate of compensation for 
categories above the lowest.f 

97. One of the chief criteria followed by Adjudicators and Tribu¬ 
nals in fixing a particular rate of dearness allowance and in deter¬ 
mining the extent of neutralisation has been the ability of an 
industry or unit concerned to bear the financial burden of the 
dearness allowance awarded. In an award of the Bombay Indus¬ 
trial Court in 1940, it was observed: “....... .The workers would 

not be entitled to a rise to the full extent of the rise in the cost 
of living unless it could be shown that industry has benefited to 
a corresponding extent by the very contingency which has occa¬ 
sioned the rise.” In awarding dearness allowance estimated to 
compensate the workers only to the extent of 66? per cent, of the 
rise in the cost of living the Court observed: “the working condi¬ 
tion of the industry.cannot be said to justify a rise in the 

wages of the workers in the same proportion as the rise in the cost 
of living.” 

98. In view of the glaring anomalies brought to its notice in the 

Scheme of dear- application of the Sen formula of dearness allowance 
ness allowance the Sastry Tribunal rejected the Sen Tribunal’s 
adopted by the scheme and favoured a scheme allowing for a flat 
Sastry Tribunal dearness allowance on a percentage basis, i.c., 

33:i per cent, of basic pay subject to a maximum and a 
minimum. In its view the range of basic salary of bank 
employees was not wide enough to warrant the adoption of a 
complicated dearness allowance structure, with provision for 
varying percentages of basic pay according to income groups. The 
Sastry scheme also provided for the adjustment of the rates of 
dearness allowance according to variations in the cost of living 
index. In this regard the Tribunal linked its scheme of dearne.ss 
allowances to the average all-India working class cost of living index 
number compiled by the Labour Bureau of the Government of India 
with base year 1944—100. The average all-India index was 144 for 1951 
and the Tribunal recommended that the rate of dearness allowance 
for half years commencing from July 1953 to December 1953 
onwards should be linked to the rise or fall in the average all- 
India index for each half year in such a way that if the average 
figure for January to June or July to December of each calendar 
year should rise or fall by more than 10 points over 144, the 
dearness allowance for the succeeding half year should rise or fall 
by per cent, of the basic pay. 

99. The formula of dearness allowance proposed by the Sastry 
Tribunal, though simple in design^ suffered from the defect that 
the rate of compensation was the same for all categories of em¬ 
ployees within certain limits of the basic pay, which were Rs. 105 
to Rs. 210 for area 1, Rs. 90 to Rs. 180 for area 2 and Rs. 75 to 

* Report of the Central Pay Commission (i947)i P* 46 . 

t Report of the Committee on Fair Wages ( 1949)3 P* 33- 
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Rs. 120 for area 3. Thus quite a big slice of the basic wage struc- 
true was subject to a flat rate of dearness allowance. Here the 
Tribunal departed from the fundamental principle advocated by 
the Fair Wages Committee that there should be 100 per cent, 
neutralisation of the increase in the cost of living for the lowest 
categories of wage earners and a lower rate of compensation for 
categories above the lowest. 

100. The Labour Appellate Tribunal’s scheme of dearness 
allowance has a more complicated structure than 
Labour Appellate the Sastry scheme and it is more favourable to 
Tribunal’s scheme employees as, on the one hand, it allows for a 
of dearness al- higher degree of compensation at lower levels of 
lowance Other, the quantum of dear¬ 

ness allowance is much higher under it than under the Sastry 
scheme as will be seen from the table below: 


Range of basic pay Basic pay at which D.A. admissib le under 
''f under the Sastry the D.A. shown in the L.A.T. scheme* 

Area Maximum D.A. scheme for which column 2 is admis- for the basic wage 
, , under the maximum D.A. shown siblc under the L.A.T. level shown in 


1 . 4.1 

Sastry Scheme 

in column 2 is admis¬ 
sible 

scheme 

column 3 

■ I 

2 

3 

4 

5 


Rs. 

Ks. 

Rs. 

Rs. 

] I 

70 

210—280 

150 

93—8—0 to 118 

! 2 

60 

r So—245 

143 

73 to 93—8—0 

3 

40 

120—227 

100 

46 to 76—12—0 


101. The Government Modification of the Appellate Tribunal 

decision restored the Sastry scheme of dearness al- 
Dearness allow- lowance mainly on the ground that the Appellate Tri- 
Gowmmen?mo- bunal’s scheme might prove too heavy a burden on 
banks. Such estimates of the additional burden and 
such assessment of the paying capacity of the various 
classes of banks as I have been able to make, however, indicate, 
as T have shown elsewhere in the report, that except in the case 
of some banks in C class, the additional burden under the Labour 
Appellate Tribunal’s scheme would not after all have been to* 
onerous and that the rejection of the Appellate Tribunal’s scheme 
of dearness allowance was not fully justified. 

102. The formula of adjustment for variations in the cost of 
living index given by the Sastry Tribunal was no doubt intended 
Adiustmeut of provide a base for neutralisation of the rise in 
the dearness al- the cost of living with reference to a constant level 
lowance for rise of the all-India index, but this purpose could not 

X®” ***.*j®obviously be achieved at points in a wage scale 
o living index below which the minimum dearness allowance or 
above which the maximum dearness allowance was admissible. Hence 
some anomalies, such as the grant of a higher dearness allowance 

•Subject to the all-India index remainins between 13s aoi 153 (i 944=1100 ‘ 
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to lower paid employees would have arisen ifthe average all- 
India index for any half year had varied by more than 10 points 
as compared to the level of 144 (1944=100). The Labour Appel¬ 
late Tribunal changed the Sastry structure of dearness 
allowance, but retained its formula of adjustment intact. I 
have found that this has led to even more serious anomalies than 
would have resulted from the application of the Sastry scheme of 
dearness allowance. It will be noticed that neither the Sastry 
Tribunal nor the Labour Appellate Ti-ibunal has given any indica¬ 
tion in its report of the point of time or the level of the index to 
which its basic wage structure has been related. Consequently, it 
becomes difficult to work out the degree of neutralisation of the 
rise in the cost of living which each of these formulae leads to. 
The only course open in the circumstances is to work the adjust¬ 
ment formula backwards and find out the level of the index at 
which dearness allowance is reduced to zero. For example, taking 
the case of clerical employees in A class banks in area 1, for whom 
the starting basic pay is Rs. 85 and the dearness allowance is 
Rs. 50, it will be seen that if the dearness allowance is reduced by 
7J per cent, of the basic pay for each fall of 10 points from the ali- 
India index level of 144 (1944=100), the dearness allowance will 
be zero at an index level of 64. A similar analysis of the figures 
of dearness allowance at other points in the basic wage scale shows 
that the dearness allowance becomes zero at different levels of the 
cost of living index as shown in the table below; 


Cost of living index at which dearness allowance is reduced to zero 


Class of banks 

Stage of 
Service 

Area i 

Area 2 

Area 

A 

. ist year 

64 

64 

64 


13th year 

74 

84 

94 


25 th year 

84 

84 

94 

B 

• 1st year 

54 

54 

54 


13th year 

74 

84 

84 


25th year 

84 

84 

94 

C 

. 1st year 

44 

44 

54 


13th year 

74 

84 

84 


25th year 

84 

84 

84 

D 

. ISt year 

54 

64 

74 


13th year 

94 

94 

94 


25th year 

94 

94 

114 


103. Taking the above indices as starting points the Labour 
Appellate Tribunal formula was subjected to the essential test of 
the neutralisation it affords for the rise in the cost of living and 
it was found that it led to the following anomalies: 

(i) A rise in the percentage of neutralisation with the rise 

in the length of service of clerical employees. 

(ii) A higher quantum of dearness allowance for employees 

in receipt of lower basic pay, especially at the lower 
levels of the cost of living index. For example, at an in¬ 
dex level of 84 an employee of an A class bank in the first 
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year oI service would get Rs. 11:75 as dearness allow¬ 
ance, while one in the 13th year of service would get 
only Rs. 2:2. Again, an employee in the first year of 
service in a C class bank in area 1 would get a dearness 
allowance of Rs. 13:78 at an index level of 74, while 
one in the 13th year of service or 25th year of service 
would get no dearness allowance at all. 

104. Both (i) and (ii) are opposed to sound canons of neutrali¬ 
sation which are that the rise in the cost of living should be 
neutralised to a higher extent for an employee in the lower in¬ 
come bracket, though the quantum of dearness allowance may be 
less in his case. 

105. I have bestowed considerable thought on this question. 

There is, in my opinion, prima jade, no justification 
Adjustment for- for linking the Labour Appellate Tribunal dearness 
mula revised allowance formula which is otherwise unexception¬ 
able to a method of adjustment which leads to ano¬ 
malies. I feel at the same time that whatever alternate formula may be 
devised, it should have the merit of interfering as little as possible 
with the Labour Appellate Tribunal wage structure and of ensuring 
results not significantly different from those achieved by the 
Labour Appellate Tribunal formula. I accordingly recommend the 
following formulae for adjustment of dearness allowance: 

Clerical staff 

If the average all-India cost of living index for the half year 
ending June or December of any year should rise or 
fall by more than 10 points as compared to 144 (1944= 
100), the dearness allowance for the succeeding half 
year will be raised or lowered by one-seventh of the 
dearness allowance admissible at the index level of 144 
for each variation of 10 points. 

Subordinate staff 

If the average all-India cost of living index for the half year 
ending June or December of any year should rise or 
fall by more than 10 points as compared to 144 (1944= 
100), the dearness allowance for the succeeding half 
year will be raised or lowered by one-tenth of the 
dearness allowance admissible at the index level of 
144 for each variation of 10 points. 

I would like to add in this connection that I consulted both bankers 
and employees in regard to the two formulae for adjustment of 
dearness allowance which I have just recommended. Employees, 
on the whole, agreed with my formulae, whilst there appeared to 
be a difference of opinion amongst bankers on this point. 

106. In examining the incidence of the above two formulae I 

have been guided mainly by the consideration that 
Practical consl- the forseeable future the all-India cost of living 
derations index is not likely to drop to a level below 125 

(1944=100), which corresponds to an index of 325 
on pre-war base. The Second Five-Year Plan contemplates deficit 
fin a n cing to the tune of Rs. 1000 crores. The Panel of Economists ap- 
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pointed by the Planning Commission felt that “a bolder Plan with an 
emphasis on employment and heavy industries has inevitably a 
large inflationaiy potential”. I am advised that for some years to 
come the all-India index may probably fluctuate between 125 and 
15C (1944=100). It may, therefore, be adequate for our purposes 
to allow for one adjustment downwards and one upwards in cal¬ 
culating the incidence of the new formula of adjustment. These 
adjustments will cover an index range of 125 to 163 (1944=100) 
or 325 to 424 on pre-war base. 

107. The table on page 66 & 67 compares the dearness allowance 

•admissible for clerical and subordinate staff in A, B, C, and D class 
T o set of fo - separately at index levels of 134 and 154 

3 inialae%ompar<^ respectively according to the adjustn.ent formula 

of the Labour Appellate Tribunal and the adjust¬ 
ment formulae recommended by me. The resulting differences 
are very small. For A class banks as a whole, the difference is 
less than 1-5 per cent, of the dearness allowance admissible at an 
index level of 144. The differences are less for B and C classes of 
banks being of the order of only 0 3 ocr cent, and O-O per cent, 
respectively. For D class banks the difference is of the order of 
6 5 per cent. 

108. I may also mention here that the formulae I have given, 
work in such a way that if as compared with the Labour Appellate 
Tribunal’s scheme of adjustment, one of the two parties to the dis¬ 
pute, i.e., either banks or employees stand to lose by a fall in the 
index to 134, it would gain correspondingly when the index rises 
to 154. This is to my mind a very important consideration as there 
is much uncertainty as to the behaviour of the price level in the 
rfuture with the rapid changes that are taking place in our economy. 
I have, therefore, taken particular care, in devising the revised for¬ 
mula of adjustment, to see to it that the total emoluments of bank 
employees are affected as little as possible as compared with what 
they would have got under the Labour Appellate Tribunal formula. 
That apart, my main concern has been to remove the anomalies in¬ 
herent in the Labour Appellate Tribunal formula. 

109. In fitting the existing staff in the revised pay structure the 
Sen Tribunal gave employees the benefit of what virtually 
Provisions with amounted to point to point adjustment that 
regard to the ad- the placing of each employee at the stage in 

”pl^!M8*in the" scale to which he would have risen by 

'new wage struc- reason of the length of his service had he entered 
'ture service on the new scale. After a careful considera¬ 

tion of the various aspects of the question raised by the provisions 
contained in the Sen award the Sastry Tribunal by and large follow¬ 
ed the recommendations of the Central Pay Commission that when 
persons on the existing scales of pay were brought on to the new 
scales recommended for them, their initial pay should be fixed at 
the stage in the proposed scale next above the pay they were draw¬ 
ing in the existing scale and special increments added to it at the 
rate of one increment in the proposed scale for every three com¬ 
pleted years of service subject to certain ceilings in regard to the 
increase to be allowed. The Sastry Tribunal recommended that a 
'Workman should first be fitted into the scale of pay fixed by its 
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Tabie Showing the difference between total Dearness Allowance for Clerks 

Labour Appellate Tribunal formula at 

Clerks and Subordinates 


Class of banks 


D,A. at an 
index of 144 


D.A. at an 
index of 134 
as per L.A.T. 
formula 


D.A. at an] 
index of 134 ? 
as per i/7th^ 
adjustmentj' 
for clerks, 
and 
i/ioth 
adjustment 
for 

subordinates^ 


D.^ A. at an 
index of 164 
as per L.A.T. 
formula 


I 

2 

3 

4 

5 

A (Indian; • 

19975-5 

17073-9 

17366-5 

22877-1 

A (Foreign). 

6141-7 

5228-7 

5316-1 

7054-7 

A (Indian & Foreign) . 

26117-2 

22302-6 

22682*6 

29931-8 

B . . . . 

4663-0 

4037-5 

4052*0 

5288-5 

c . . . . 

3032-4 

2664-1 

2640*8 

3400-7 

D . . . , 

240-7 

192-8 

208*5 

288-6 
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and Subordinates according to (j) the adjustment formula and (it) the 
Index levels of 134 and I54 respectively 


(Amount in thousands of rupees) 


D A. at an Difference 

Difference Difference 

Difference 

index of 

at an 

at an 

at index 

at index 

154 aa per 

i/7th 

index of 

index of 

n4 ex- 

*54 cx- 

134 (4-3) 

154(6-5) 

expressed 

pressed as 

adjustment 



as a per- 

a percent- 

for clerks 



cenrage of 

age of tfie 

and i/ioth 



the D.A. 

D.A. ad¬ 

adjustment 



admissible 

missible 

for subor¬ 



at an 

at an 

dinates 



index 

index 




level of 

level of 




U 4 

144 


8 9 10 


22584-5 

292-6 

—292-6 

1.46 

—146 

6967-3 

87-4 

- 87*4 

1-42 

-1*42 

29551-8 

380.0 

—380,0 

1-45 

— 1.45 

5274-0 

M -5 

— 14-5 

0-31 

— 0 ' 3 i 

3424-0 

— 23-3 

23-3 

— 0-77 

0-77 

272-9 

15-7 

-*15-7 

652 

—6*52 
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■award at the stage in the new scale equal to or next above his ba^c 
pay as on the 31st January 1950 in the existing scale (Pre-Sen scale) 
and annual increments in the new scale as from that stage onwards 
added at the rate of one increment for every completed three years 
of his service subject to a maximum of 4 increments. It also recom¬ 
mended that two further annual increments in the new scale should 
be added to the basic pay fixed in the manner described above for 
service for the two years 1951 and 1952 and the worker should be 
entitled to draw his normal increment for 1953 and succeeding years 
from 1st April of each year. There were, besides, certain other re¬ 
commendations aimed at giving protection to a workman’s basic pay 
and emoluments as on the 31st January 1950, and covering cases of 
special increments granted or increments withheld etc. It also re¬ 
commended that subject to a workman’s basic pay as on the 31st 
January 1950 not being reduced in any case the adjusted basic pay 
in the new scale should not exceed what point to point adjustment 
would give him or the maximum in the new scale. 

110. The Labour Appellate Tribunal agreed with the scheme of 
adjustment given by the Sastry award except in regard to 
Labour Appel- the extent of the weightage given for past 

late Tribunal service by way of increments. Instead of laying 

•decision down a maximum limit of 4 increments representing 

weightage for a maximum of 12 years’ service, the Labour Appellate 
Tribunal tapered off the extent of the weightage for service al>ove 
12 years. It directed that to the basic pay into which the employee 
was fitted annual increments in the new scale as from that stage 
onwards should be added at the rate of one increment for every 
completed 3 years of service in the same cadre as on the 31st January 
1950, up to a limit of 12 years’ service; thereafter one increment for 
every completed 4 years’ service up to another 8 years’ service; and 
after that one increment for every 5 years of service, a 


111. The order of Government modifying the Appellate Tribunal 
decision discounted the case for additional weightage for 
Government employees with more than 12 years of service and 

modified decision confirmed the award of the Sastry Tribunal in 
this respect. 


112. The question raised by the modification thus made by Govern¬ 
ment is not likely to affect a very large number of 


' Commission's 
recommenda¬ 
tions 


employees. On the merits, it seems to me that much 
can be said in favour of the view taken by the Labour 


Appellate Tribunal. If, in adjusting employees in the new wage 
structure, they are entitled to have their previous service taken into 


account, it is difficult to appreciate why a line should be drawn at 


the end of twelve years’ service and it should be held that an em¬ 
ployee would not be entitled to claim any credit for any period of 
service beyond the said line. The modification made by Govern¬ 
ment confirms the provisions made by the Sastry Tribunal, and these 
provisions, as I have just indicated, allow certain increments in lieu 
of twelve years’ service. If fairplay and equity justify these pro¬ 
visions, it would seem to follow that the same considerations would 
justify the additional provisions that have been made by the Labour 
Appellate Tribunal decision. On the merits, therefore, I am inclined 
to agree with the view taken by the Labour Appellate Tribunal. 
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IIS. The question of the capacity of banks to pay, considered 
•flass-wise or individually, will be dealt with in a subsequent chapter 
■of my report. In dealing with this question, the result of the im- 
;pact of the Labour Appellate Tribunal decision on the finances of 
banks has been assessed on the assumption that the Labour Appel- 
lato Tribunal decision stands as it is without any modification. To 
anticipate my conclusions in respect of the capacity' of banks to pay, 
I may state at this stage that, in mj* judgment, all banks in A and 
B classes, except the Bank of Bikaner, and the specified banks in 
C class can bear the said burden. Though my conclusion thus is 
the S^e in respect of these banks, while dealing with the question 
of adjustment of employees in the new wage structure I would like 
to make a distinction between banks in A class on the one hand and 
■those in B and C classes on the other. I, therefore, propose to re¬ 
commend that banks in A class should implement the Labour Ap¬ 
pellate Tribunal decision together with the provision contained in 
the said decision in respect of adjustment of employees in the new 
wage structure. In regard to banks in B and C classes, however, I 
would like to recommend that the modification made by Government 
^should be confirmed and the said banks should implement the Labour 
Appellate Tribunal decision subject to the said modification. 

114. It is true that the relief which banks in B and C classes may 
receive as a result of this concession may not be of a large magni¬ 
tude. But, on the other hand, the position of banks in A class must 
be distinguished from that of banks in B and C classes, and I have 
•come to the conclusion that, having regard to the said distinction, 
it would be fair that the provisions as to adjustment prescribed by 
the Labour Appellate Tribunal decision should be implemented only 
by banks in A class. When Government made the modification in 
question, they presumably wanted to give relief to banks in that be¬ 
half and I feel that Government were right in giving relief to banks 
in B and C classes by introducing this modification. 

115. I shall now proceed to examine the claim of employees that 
■Cuts in emolum- the Labour Appellate Tribunal decision regarding 
-«nte of empires .y^ages should be implemented without permitting 
i^eiiate Trito- any cut in existing emoluments. 

nal decision. 

116. Up to the end of the Second World War there was no rational 

basis for the pay scales of bank employees. Each bank 
Genesis of the followed its own wage policy and more often 
•problenr than not the pay and allowances were fixed in an 

arbitrary manner. Since 1946 there were some ad¬ 
judications in this regard in certain States particularly Bombay, 
U.P. and Bengal but it was not till the year 1949 when the Industrial 
Disputes (Banking and Insurance Companies) Ordinance was pro¬ 
mulgated and the Sen Tribunal constituted that any attempt v/as 
made to evolve all-India scales of pay for bank employees. The Sen 
Tribunal awarded substantial increases in pay and allowances of 
bank employees. The banks continued to pay the revised scales laid 
down under the Sen award as Government had frozen these scales 
iby enactment when the award was invalidated by a decision of the 
Supreme Court. Before the Sastry and the Labour Appellate Tribu¬ 
nals employees contended that their rights as on the 8th April 1951, 
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that is, the day before the invalidation of the Sen award by the- 
Supreme Court, should not be prejudicially alter^. The Sen 'tribu¬ 
nal had given employees this protection by the following direction: 
“As regards monetary benefits enjoyed by the employees we feel 
that in no case and at no stage of an employee’s career should his 
total emoluments be less than the totality of such benefits under 
the existing scheme, rules or awards”. The principle behind this 
demand does not appear to have been refuted by the Sastry Tribunal 
but the disagreement has been only in regard to the point of time 
with reference to which the existing terms were to be recognised. The 
Sastry Tribunal fixed this date as on the 31st January 1950 
which was also the date fixed by it for fitting the existing staff into' 
the revised scales of pay- The Labour Appellate Tribunal did not 
alter the date. By the Labour Appellate Tribunal decision the emo¬ 
luments of some employees were reduced mainly on account of the 
following three factors: 

1. The basic pay structure was lower than that awarded by tha 
Sen Tribunal; 

2. In fitting in employees into the wage scale the Labour Ap¬ 
pellate Tribunal allowed only one increment for every three years 
of service for service up to 12 years, an additional increment for 
every four years of service thereafter for service up to 8 
years and further additional increments at the rate of one in¬ 
crement for every five years’ service for service beyond a period of 
20 years, while the Sen Tribunal had allowed point to point adjust¬ 
ment; 

3. The scheme of dearness allowance granted by the Sen award 
which was subsequently frozen by enactment as at a particular date 
had brought into existence a crop of anomalies with the result that 
bank employees in some places got benefits out of all proportion 
to those received by employees in other places. The Appellate Tri¬ 
bunal sought to remedy these anomalies by making the basis for 
grant of dearness allowance uniform. This resulted in the quantum 
of allowance in certain centres being reduced. 

117. Government took the view that it involves some hardship 
for employees to be suddenly deprived of a portion of the emolu¬ 
ments which they have been enjoying and to which they had tuned 
their style of living. It was probably to mitigate this hardship to 
some extent that Government in modifying the Labour Appellate 
Tribunal decision directed that where, by reason of their decision 
becoming enforceable the monthly emoluments inclusive of all al¬ 
lowances of any employee of a bank were less than what he in fact 
received or would have received in the normal course for the month 
of March 1954. the reduction in emoluments should not be given 
effect to at once but should be spread over a period of three years. 

118. In dealing with the point raised by the introduction of the 
provisions contained in clause 3(g) of tiie Government modified 
Pros and cons of decision, it would be relevant to bear in mind the 
this question Ban- pros and cons of this question. Employees wha 
kers’ contention had to face deduction in their total emoluments as a 
result of the awards pronounced by the Sastry and Labour Appellate 
Tribunals had appealed to both the tribunals to give them breathing 
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time to adjust themselves to the change in their total emoluments. 
Both the tribunals had rejected this prayer on the ground that em¬ 
ployees should never have got the inflated emoluments which they 
received under the Sen award and that there was no justification 
for continuing the same position any longer. It was conceded before 
the* tribunals that the emoluments which these employees received 
were the result of an erroneous view taken by the Sen Tribunal, 
and banks urged that what was rooted in error cannot be allowed 
to continue after the error was discovered and rectified by another 
tribunal of competent jurisdiction. In other words, the objection 
urged by banks and accepted by the tribunals was that the plea for 
breathing time rested on no valid legal ground; and it must be con¬ 
ceded that the conclusion finally reached by the tribunals was, from 
a purely legal point of view, unassailable. In this connection, it 
must also be conceded that a fairly large section of employees affect¬ 
ed by this question reside in small places where the cost of living 
oannot, of course, be very high. 

119. On the other hand, employees urged that in all industrial 
adjudication humane and equitable considerations are usually 
-Employees* cen- allowed to operate wherever adjustments of 
tention ^^lis kind are involved. In support of their case, 

employees relied upon the observations made by the Central Pay 
Commission in dealing with a similar situation. The said Commis¬ 
sion had observed that it was not their intention to suggest that the 
salaiy drawn by any officer should be affected to his prejudice. The 
rule of restitution, which is usually applied in ordinary adjudication, 
can have no place in industrial adjudication; and, as a corollary, it 
may be stated that generally, where an employee has to submit to 
a deduction in his total emoluments, it would be just on humane and 
equitable grounds to give him breathing time to adjust himself to 
the changed circumstances. 


120. The Government modified decision shows that Government 


preferred to 

Relevance of the 
interlocutory 
judgment deli¬ 
vered by the La¬ 
bour Appellate 
Tribunal 


adopt the more humane and equitable view 
in the matter, and, in the interests of social 
justice, they have interfered with the decision of the 
Labour Appellate Tribunal and have granted time 
to employees concerned. In considering whether the 
modification thus introduced by Government in the 
decision of the Labour Appellate Tribunal should be 


confirmed or not, it may be relevant to invite attention to 
the observations made by the Members of the Labour Ap¬ 
pellate Tribunal themselves when they dealt with this question at 
an interlocutory stage of the proceeding before them. When appeals 
were preferred by employees against the award made by the Sastry 
Tribunal, applications were made on their behalf praying that the 
execution of the award pronounced by the Sastry Tribunal should be 
stayed and the employees concerned should be allowed to draw their 
total emoluments as under the Sen award pending the final disposal 


of their appeals before the Labour Appellate Tribunal; and these 
applications were allowed by the Labour Appellate Tribunal and 
stay was granted to employees as prayed for by them. In rejecting 
the contention raised by banks that no case for stay had been made 
out by employees, the Labour Appellate Tribunal observed that 
4;here cannot be any doubt that enforcing the Sastry award ‘Vould 
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have the effect of serious maladjustment of their standard of living: 
which the workmen have been used to at least for about three years, 
that is to say, since the Sen award became operative and uptil now.”" 
The judgment further proceeds to say that “this, in our opinion, may 
lead to dissatisfaction not based merely on sentimental groimds- 
amongst the majority of workmen, as is likely to lead to the distur¬ 
bances of industrial peace if the Sastry award is enforced before its 
validity is tested by appellate authority.”* The significance of these 
observations would be appreciated if the limits of the Labour Ap¬ 
pellate Tribunal’s jurisdiction to grant stay are taken into account. 
Section 14 of the Industrial Disputes (Appellate Tribunal) Act. 
(XLVIII of 1950) confers jurisdiction on the Labour Appellate Tri¬ 
bunal to grant stay in regard to the implementation of the award’ 
under appeal only if the Labour Appellate Tribunal is satisfied that, 
the implementation of the award may have serious repercussions on 
the industry concerned or other industries or on the workmen em¬ 
ployed in such industries or industry. It is in the light of this pro¬ 
vision that the Labour Appellate Tribunal made a finding that re¬ 
fusal to grant stay would have serious consequences, and having, 
made this finding the prayer for stay made by employees was grant¬ 
ed. In other words, in dealing w’ith the application for stay at an 
interlocutory stage, the Labour Appellate 'Tribunal took the view 
that it was of considerable importance to give breathing time to 
employees and not to expose them to a cut in their total emoluments- 
straightway. It may be said, with respect, that the priciples on which 
stay was granted hy the Labour Appellate Tribunal were not pro¬ 
perly taken into account when it rejected the prayer of employees 
to give them some more time for adjustment at the time when the 
final orders were pronounced. The Government modified decision, 
on the other hand, seeks to give effect to the humane and cauitable 
considerations which generally are respected in industrial adjudica¬ 
tions. Having regard to these considerations, the contention raised 
by employees that clause 3(g) should be continued cannot, in my 
opinion, be summarily rejected. It would be noticed that, since 
employees were strongly relying upon the continuance of clause 
3(g), they were very much embarrassed in attacking Government’s 
power to interfere with an award which the proviso to sub-section 
(1) of section 15 provides. It is obvious that, in so far as employees; 
support Government interference as evidenced by clause 3(g) it 
would be impossible for them to attack the propriety of the power 
vested in Government under section 15. Having carefully consider¬ 
ed this matter I have come to the conclusion that, since Government 
have interfered and made a modification in favour of a substantial 
body of employees on humane and equitable grounds, it would not 
be fair to suggest that this modification should not continue to 
operate. 

121. The provisions contained in cluase 3 (g) received different and 
conflicting interpretations from banks and their employees respec- 
The provisions in tively. It is unnecessary for me to enter into that 
clause 3 (g) controversy. In making my recommendation, how- 

amended ever, I wish to make it perfectly clear that the pro¬ 

visions contained in clause 3(g) should be applied both in imple¬ 
menting the Government modified, and the Labour Appellate- 
Tribunal, decisions and the implementation should be made on the- 

•Misc. Cases Nos. C-131/53, C-134/53 and C-136/53. 
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clear understanding that bankers would be entitled to make suitable^ 
relevant adjustments against increments that may fall due to em- 
ployees subsequently. I would suggest that, in order to make this^ 
recommendation effective, if necessary, suitable amendment in the 
wording of clause 3(g) should be made. There is another point on 
which I wish to recommend a modification in the provisions of clause 
3(g). I apprehend that complications may arise in the matter of 
adjustment if this clause is implemented as it stands with effect from 
the 24th August 1954 since increments fall due on the 1st April every 
year. In order primarily to facilitate accounting, I would recommend 
that clause 3 (g) should be implemented retrospectively from the 1st 
April 1954 instead of from the 24th August 1954. The result of this 
recommendation would be that the first cut would fall due on the 
1st April 1955. In making this recommendation, I wish further to 
make it clear that in giving effect to the changed provision as recom¬ 
mended, employees should not be required to refund any amount 
already received by them. 

122. I must, however, add that the continuance of this provision, 

coupled with the recommendation that the Labour Appellate Tribu- 
Relief intended decision should be restored, would naturally add 
to be granted to to the burden of banks. I will presently deal with 
tenks to reduce the magnitude of this burden and will indicate briefly 
their liability burden falls to be shared by respective 

classes of banks. Before I do so, however, it may be relevant to anti¬ 
cipate my conclusions and to point out that, in order to give some 
relief to banks, I am suggesting that the provision for accumulation 
of medical relief should be set aside, that the creation of area 4 with 
the consequential change in the wage structure and dearness allow¬ 
ance should be continued, and that Uic first impact of the implemen¬ 
tation of the Labour Appellate Tribunal decision in 1954 should he 
phased out by three instalments. In a sense, there would then be 
some correspondence in the method adopted by clause 3(g) and the 
method I am suggesting for implementing the first impact of the 
Labour Appellate Tribunal decision. I would also like to add that 
the maximum burden of implementing the provisions of clause 3(g) 
has already been borne by banks in 1954. 

123. In the questionnaire issued to banks they were asked to 
specify the number of employees whose emoluments would be scaled 
Extent of reduc- down under the Labour Appellate Tribunal decision 
tion in emolu- up to 5 per cent, by 5 to 10 per cent, 10 to 2*0 per cent, 

20 to 30 per cent, and over 30 per cent. The following 
statement gives an abstract of the replies in this regard. 

124. The number of employees whose emoluments would be cut 
under the Labour Appellate Tribunal decision is 12,418 or 22*1 per 
cent, of the total number of employees. Of the clerical employees 
27*1 per cent, would have been affected but among the subordinate 
staff only 13*2 per cent would have their emoluments reduced. Of 
the total number affected 8,432 or 67*9 per cent, are employed in A 
class fIndian) banks and another 2,392 or 19-3 per cent, in foreign 
banks; another 8*3 per cent, are employed in B class banks. The 
bulk that is 95*5 per cent, of employees whose terms will be prejudi¬ 
cially affected, are in A and B classes of banks. Again, of the total 
number of 12,418 employees affected the reduction in emoluments for 
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5,112 or 41-2 per cent, of employees is less than 5 per cent, of their 
emoluments; for 26 8 per cent, of them it is between 5 and 10 per 
cent, of emoluments; for 21.6 per cent, it is between 10 and 20 per 
cent; for 8.9 per cent, between 20 and 30 per cent, and for the remain¬ 
ing 1-6 per cent, the reduction is over 30 per cent, of the emoluments. 

125. The Commission has also examined in some detail the addi¬ 
tional burden which will devolve upon banks if the cut were 
disallowed but adju.sted against future inci'enients 
Ma^kude of the of employees. The incidemce ol this burderu as will 
addi tional burden ox ident from the number of employees aiTecU:‘d, 
is mainly upon A class and B class hanlis. Even though tiic additional 
burden on each bank on this account is somewhat high in 1954 it; 
tapers off sharply cliu'ing the subseciuent Iv’o years. As 1 have al¬ 
ready indicated, banks, by and large have roreadv met the additional 
burden for the year 1954 in tcrm.s of paragraph 3(g) c»l the Govern¬ 
ment Modification of the Appellate Tribunal deeijrion and the burden 
during the next two years sliou'd not present any soriomi difliculty. 
Tliat is why 1 propose to recommend to Governniont tliat clause 3(g) 
with the ciarilication a.s ali'cady indicated should be conlirmed. 


126. Whilst I am dealing with the question raised by the provisions 
of paragraph 3(g) of the Government Modification, I have ah'eady 
Burden Gf retro- irr: ideilta'!v indie:'.Ted that 1 wu:-h to roe(.imnh‘n(i ihat 


IpreadoveriUret should be given to henks by sug.t'esling 

accoundng years thr.i the initial inuyact of the ]*eM.rospcctivo i;npfeinen- 
tation of the Labour Appellate Tribunal decision in 1954 siiouLd he 


spread out by ihreo instalnients. I think this is the proper place wiiere 
this point can be elalMu-ated and uo.y recernrnendalions in tha! behalf 
formulated. When the representatives of employees strongly urged 
before me that the bcnelit.s given by clause 3(g) should be continued, 
I enquired from them whether they w-ouid be prepared to accept the 
suggestion that the first impact of retrospectively implementing the 
Labour Appellate Tribunal decision in 1954 should be similarly 
spread out. At that stage it was of couj*se impossible to indicate to 
employees what shape rny recommendations finally would take. In 
fact, 1 had not myself come to any final conclusions then. Howrever, 
in order to examine the problem in all its aspects, I wanted to ascer¬ 
tain the attitude of employees to the proposal to spread out the first 
impact of the retrospective implementation of the Labour Appellate 
Tribunal decision in 1954 and it appeared that the representatives of 
employees were prepared to accept this proposal provided of course 
the provisions of clause 3(g) were continued. On the merits it can¬ 
not be claimed that the relief granted to banks by this proposal would 
be of a very large order. But, on the other hand, if the impact is 
spread over three accounting years, it would give some relief to banks 
in 1955. That is why, while recommending that clause 3(g) should 
be confirmed and continued as modified, I wish to make the further 
recommendation that the implementation of the Labour Appellate 
Tribunal decision, so far as its first retrospective impact in 1955 is 
concerned, should be spread out as just indicated. My recommenda¬ 
tion for the spreading out of the first impact, therefore, would be as 
follows: — 


(i) 40 per cent, of the additional burden of emoluments for 
■ the year 31st March 1954 to 1st April 1955 on account of 

f the retrospective effect, to be paid by the 31st December 

1955; 

45 M of L—7 
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(ii) 30 per cent, to be paid by the 30th June 1956; and 

(hi) the balance of 30 per cent, to be paid by the 31st January 
1957. 

This recommendation is made subject to certain conditions and these 
conditions must now be clearly enumerated. If during this period 
the services of any one of employees concerned are terminated by 
way of dismissal or discharge or other ways, or in case an employee 
retires or leaves his employment for any reason whatever or dies, 
the total dues that would have become payable to him at the time the 
decision came into force, inclusive of all benefits, should be paid to 
him or his assignees forthwith. As regards dues for the current year, 
both under the Labour Appellate Tribunal and the Government 
modified decisions, I would, however, recommend that payment of 
emoluments to bank employees according to Government’s final 
decision on my recommendations should be settled by the 31st 
December 1955. 

127. Provision for medical relief was an issue in bank disputes 
before practically all Tribunals; and all awards, regional and natio¬ 
nal, accepted the principle that a bank employee is 

Provision for entitled to medical relief from his bank. The Sen 
medical relief award directed that banks of all classes should ap¬ 
point their own medical practitioners, arrange for the treatment of 
employees either at the office or residence or hospital as necessary 
and pay the bills of employees in respect of medicines including 
vaccines and specialists’ fees. While no ceiling was imposed in respect 
of medical charges for employees in A class banks, ceilings graded ac¬ 
cording to the pay of employees and varying according to the class of 
bank and the area in which they were employed, were prescribed for 
B and C class banks. 

128. The Sastry Tribunal directed that (i) medical facilities 
should bo confined to employee only, the members of his 
Sastry Tribunal family not being entitled to the same; (ii) existing 
medical facilities wherever they were superior to the provision made 
in the award should be continued; (iii) wherever possible banks 
should have their own medical practitioners either full-time or part- 
time; (iv) an employee claiming benefits should go to an authorised 
doctor appointed by the bank or such doctor as he may recommend 
or a doctor of his own choice in the locality in the absence of an au¬ 
thorised doctor and all medical bills should be subject to the approval 
of the authorised doctor. In regard to the ceiling of medical 
expenses payable by the bank, the Sastry Tribunal discounted the 
principle of gradation according to pay but laid down the following 
ceilings class-wise and area-wise. 


Class of banks 

Area i 

Area 2 

Area 3 


Rs. 

Rs. 

Rs. 

A 

90 

60 


B 

75 

<0 

40 

C 

6o 

40 

30 

D 

30 

20 

15 


129. As the full financial implications of the provision for medical 
relief were not available to the Tribunal it recommended that the posi¬ 
tion might be reviewed after the scheme had been in operation for 
three years to see if an upward revision was necessary. 
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130. The Labour Appellate Tribunal decision did not alter the 
provisions regarding medical relief made by the Sastry Tribunal 
except in so far as it directed that any workman 
uuc*Tribunal " exhausted the maximum amount 

available to him in any particular year should be 
entitled to the unexhausted portion being carried over from year 
to year subject to the provision that the total amount available to 
him at any time should not exceed three times the maximum allowed 
in a year. The cumulative provision was given so that the amounts 
which were small could be of real assistance. 


131. Several banks have contended before me that the cumulative 
provision made in regard to the medical benefits imposes too much 
Merits of the of a burden on banks. I have examined the 
problem consi- estimates furnished by banks in regard to the 
addition to establishment charges on account of 
medical benefits and I am satisfied that some of these estimates 
unmistakably indicate a tendency to exaggerate. It is no doubt 
true that the provision for accumulation of medical relief has been 
ordered for the first time by the Labour Appellate Tribunal, and in 
the absence of actuarial calculations made in that behalf banks have 
had to make provisions on a somewhat liberal basis. There may 
also perhaps be some force in the apprehension entertained by 
some of the bankers that this provision is likely to be abused by 
employees. But even so, some of the estimates err on the side of 
exaggeration so much that employees were able to point out 
that these estimates seem to assume that each one of tlie employees 
would be able to avail himself of the benefit of this provision. The 
exaggerated estimates made by banks in respect of this item have 
helped to furnish banks with the argument that, in considering the 
re.sult of the impact of the Labour Appellate Tribunal decision on 
their finances, I should take into account the heavy additional burden 
which the provision as to accumulation of medical relief will impose 
on them. I have carefully considered the merits of the provi.sion 
for accumulation of medical relief and I feel inclined to hold that 
there is not much justification for this provision. In point of fact, 
it would not be unreasonable to assume that the percentage of 
employees who would be able to take advantage of this provision 
would be comparatively small. Besides, T have not been referred 
to any industrial award where such a provision for accumulated 
relief has been made. Thus though on paper and in theory the 
provisions appears to impose a some\’^at heavy burden on banks, in 
practice and in fact the provision may not mean mucli benefit to em¬ 
ployees themselves. I have, therefore, come to the conclusion that the 
provision for accumulation of medical relief which has been intro¬ 
duced by the Labour Appellate Tribunal in its decision should be 
set aside. Incidentally, if this modification is made in the Labour 
Appellate Tribunal decision, it would dispel the apprehension enter¬ 
tained by banks that the implementation of the Labour Appellate 
Tribunal decision would make their position very difficult. It can 
now be said that, to the extent to which their liability to bear 
medical expenses for their employees has been reduced, to that 
extent they will get relief from the burden imposed by the Labour 
Appellate Tribunal decision. That is why I recommend that the 
change made by the Labour Appellate tribunal in respect of 
accumulation of medical relief should be removed and the provision 
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for medical relief as had been made by the Sastry Tribunal should be 
confirmed. 

132. The Labour Appellate Tribunal has discussed in parefgraphs 
375--3.93 of its report the several issues which were raised in connec¬ 
tion with employees’ right to existing terms of service and directed 
that each individual employee may exercise option to elect for the 
existing conditions of service in respect of specified items within a 
period of five months from the date of pronouncement of the deci¬ 
sion. Since the decision was pronounced on the 28th April 1954 the 
period for exercising the option was to end on the 27th September 
1954. Government, however, modified the decision on the 24th 
August 1954 and, therefore, in terms of the provision in paragraph 
393 of the Labour Appellate Tribunal decision, employees had to 
exercise the right as between ttic existing terms as defined and the 
Labour Appellate Tribunal decision as modified by Government 
before that date. Subsequent!y Government appointed this Com¬ 
mission to furthe:' iu.vestigate into the dispute and, therefore, as a 
consequence if Government alter their order dated the 24th August 
1954 on my recommendations, the question of option must perforce 
be reopened as employees who had exercised their right within the 
.specified time limit had done so in the conditions then existing. It 
was brought to my notice both by banks and employees that I shall 
have to make a fresh recommendation extending the period of 
option, 5,0 as to give employees time to exercise their right in the 
light of Government’s final decision on my recommendations. 
Since 1 am recommending the restoration of the Labour Appellate 
Tribunal decision with certain modifications in respect of some 
banks a.s indicated in the report, I feel that the period provided in 
said paragraph 393 should be extended. I recommend that 
employees may be given time to exercise the right as defined by the 
Labour Appelfate Tribunal decision within a period of three months 
from the date of the pronouncement of Government’s final decision\ 
on my recommendations. 



CHAPTER VII 

Expansion of Banking and the Problem of Area 4 

133. In the preceding chapter I have discussed some of the pre¬ 

liminary questions in regard to the implementation of the Labour 
The orobiem of Tribunal decision. One more prelimi- 

area 4 question yet remains to be considered and 

that relates to the problem of area 4 which has 
been created by the Government modified decision. 
The Labour Appellate Tribunal decision had divided the country 
into three areas for the purpose of fixing their wage structure and 
the scales of dearness allowance. The Government modified deci¬ 
sion has added a fourth area and a two-fold provision has been 
made in respect of this area. This area, under the Government 
modified decision, comprises places where the population is 30,000 
or less and in respect of this area, a low’er wage structure has been 
prescribed. A smaller ai'ea has been carved out of area 4 and in 
respect of this smaller area complete exemption from the operation 
of the decision has been granted. This area covers places where 
the population is 30,000 or less in Part B and C States except Delhi, 
Ajmer and Coorg. The principal point which I propose to discuss 
in the present chapter is whether Government were justified in 
creating area 4 and in granting complete exemption to a part of this 
area, referred to in my report as area 5. 

134. In considering this problem, it would be material to bear in 
mind the relevant terms of reference. The object of creating area 
The relevant “1 was to promote development of banking in the 
sterm of refer- country in general and in rural areas in particular. 

That is why, in considering the propriety or 
validity of the creation of area 4, the terms of reference require that 
I should bear in mind the importance of the development of bank¬ 
ing in the country generally and in rural areas in particular. Like¬ 
wise the consideration of this problem should take into account the 
desirability of avoiding widespread closures of banking companies 
or their branches; that is the second consideration which has to be 
borne in mind. The third consideration which the terms of refer¬ 
ence correlate with the decision of this point is in respect of the 
possibilities of effecting economies in the expenses of banking com¬ 
panies, and, as I have already indicated in construing the terms of 
reference in an earlier chapter, this term of reference by necessary 
implication requires me to consider legitimate sources for adding 
to the income of banking companies. 

135. While considering the problem of area 4 in the light of the 
material terms of reference, it would be necessary to appreciate 

Expansion of some of the implications of this problem and this 
banking during can be achieved, I think, if I begin the discussion 
the second world of the problem with a broad review of the develop- 
sXsea^ttoft” banking during the period commencing 

^ with the second world war. Joint stock banking 

in India, which had been making a slow and steady progress 
prior to this, received a great fillip owing to the magnitude 
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of war finance which gave rise to inflationary conditions. Not only 
did bank deposits rise to an unprecedented level, but there was also 
considerable expansion of branch banking in the country. Abun¬ 
dance of investible funds and shortage of industrial equipment led 
enterprise into the banking field; consequently a large number of 
banks, including some bigger ones, were floated during the war years 
as there w’as no statutory restriction on the starting of joint stock 
banks as such, although the issue of capital was controlled by 
Government since May 1943. As many as 98 banks were incor¬ 
porated during the period 1942-45. The number of banks floated in 
1946 was, however, less being only 26. The favourable conditions, 
created by the war also came to the rescue of some of the marginally 
solvent banks and the number of those which went into liquidation 
or otherwise ceased to function diminished from a total of 318 for 
the three years 1939-41 to a total of 191 for the five years 1942—46. 
The floatation of new banks had by the end of this period consi¬ 
derably slowed down mainly due to the uncertainties of the future. 
While 13 new banks, mostly small ones in the Travancore-Cochin 
State, were started in 1947 and 1948, each, only one bank came into 
existence thereafter in 1953, also in the Travancore-Cochin State. 

136. Both the developments mentioned in the above paragraph 

helped in no small measure the increase in the number of offices of 
Branch expansion banks throughout the country. In a virtual scramble 
during the above for deposits, old as well as new banks launched upon 
period extensive branch expansion programmes. Some 

banks which were originally confined to particular 
regions extended their areas of operation to other regions. 
As against 2,708 bank offices at the end of 1942 all over 
the country, the number in undivided India rose to 5,335 at the 
end of 1945, which period approximated to the termination of hosti¬ 
lities, and to 5,521 at the end of 1946. 4,886 of these were situated 
in the area now comprising the Indian Union. Out of the 5,521 
offices, those of scheduled banks numbered 3,480. The very rapid 
growth of branch banking unplanned and indiscriminate as it had 
been, was naturally not without its attendant defects. The pre-war 
tendency to open offices in bigger towns which were already over¬ 
banked persisted during the period under reference, and as it was 
done without undertaking a careful assessment of the business 
prospects in those towns, this gave rise to over-concentration 
and consequently unhealthy competition. In the case of some of 
the smaller banks, the branch expansion was quite out of proportion 
to their capital structure. Offices were, however, opened both by 
bigger and smaller banks, some of them at places not previously 
served by any joint stock bank, and to that extent there was a 
greater dispersal of offices than before. 

137. The enactment in November 1946 of the Banking Companies 
(Restriction of Branches) Act put a brake on the indiscriminate 
Restriction on expansion of branch banking and the opening of 
openteg banks- branches by banks became subject to the prior 
^ntogCompa- permission of the Reserve Bank of India. The 
n es Act, 1949 period thereafter saw a reversal of the expansionist 

trend, the number of offices closed year after year 
being larger than the number of those newly started. 
The net decline in the number of bank offices in the Indian 
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Union was the sharpest during 1946-50, being of the order of 533, or 
il per cent of the total. Of late, however, the fall has more or less 
been completely arrested. The large-scale closure of offices was, 
no doubt, the natural consequence of the indiscriminate expansion 
during the war period and it resulted in the weeding out of the 
uneconomic units thereby imparting strength to the banking system. 
In addition to the restrictive effect of the Banking Companies 
(Restriction of Branches) Act, 1946, the disinclination on the part 
of existing banks, particularly the bigger ones, to undertake any 
extensive branch banking programme has also contributed to the 
progressive decline in the number of applications for new branches 
received by the Reserve Bank of India (from 292 in 1947 to 109 in 
1950). The latter development was, to some extent, due to the fact 
that, wdth the widespread expansion that had taken place during 
the war period, banks had almost reached areas of marginal banking 
potential and were, therefore, rather reluctant to undertake further 
expansion into places in semi-urban and rural areas which had no 
facilities of modern banking. Coupled with the slowing down of 
the pace of opening new offices, the factors which contributed to 
the acceleration of the closure of existing offices were: — 

(1) the partition of the country in August 1947 followed by 
serious dislocation of banking business in the affected 
areas; 

(2) contraction of banking resources following reconversion 
of business to peace-time conditions; 

(3) the onerous though desirable provisions of the Banking 
Companies Act, 1949, particularly those in respect of 
minimum capital and minimum liquid assets and 
prohibition of non-banking business; these forced some 
banks to convert themselves into non-banking 
companies; 

(4) amalgamation of some banks necessitating closure of 
over-lapping offices, 

138, One of the noteworthy features of the war and post-war 
banking trend is the development of banking in some of the former 
Expansion of Indian States, i.e. princely States now constituting 
banking in the Part B States and Part C States except Delhi, 
erstwhile prin- Ajmer and Coorg. Leaving aside the few eeono- 
cely States mically undeveloped Part C States (and it is 

necessary to remember that there are some analogous areas 
even in Part A States), it would appear that joint stock banking as 
a whole made satisfactory progress in most Part B States during 
the war and post-war period. Many of these States, taking advan¬ 
tage of the inflationary conditions created during the war, either 
started banks themselves or encouraged, by active participation, 
the floating of banks under local enterprise. The first of these was 
established in the Hyderabad State in 1941, while three banks were 
started in 1943-44 by local enterprise aided by the States which were 
later integrated to form the present State of Rajasthan. Another 
State-aided bank came into existence in the erstwhile Travaricore 
State in the year 1945. All these were controlled by State Govern¬ 
ments in some form or the other. In the last-mentioned State as 
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well as in the former Cochin State a number of comparatively 
small joint stock banks were also established during this period as 
a result of private enterprise. Most of the State-owned and State- 
controlled banks undertook extensive branch banking programmes 
covering the semi-urban and rural areas within the respective 
States, primarily for the purpose of handling the treasury work of 
the State Governments or for assisting in the economic development 
of the States according to plans chalked out by the State Govern¬ 
ments. No restrictions on the opening of their branches, were 
placed until the Banking Companies Act, 1949, was applied to the 
merged or integrated areas in which they operated. These banks 
also attracted large deposits from outside their States, mostly from 
the former British Indian territory, on account of total or partial 
exemption from income-tax in these States. Indeed, the relief 
obtained in tax incidence induced some of the major banks in the 
former British Indian territory to extend their branch banking 
activities to the bigger towns in the States which granted them the 
necessary permission. It is well-known that these branches of out¬ 
side banks were made the repositories of the funds of their custo¬ 
mers in the former British India with a view to evading income-tax. 
All these factors brought about a substantial addition in the number 
of banking offices in Part B States during the war and early post¬ 
war period. As no separate statistics pertaining to the number of 
offices of banks in the erstwhile princely States prior, to 1948 are 
available, it is not possible to bring out the extent of the increase 
that had taken place during this period. It is, however, interesting 
to note that branch banking in Part B States appears to have main¬ 
tained a steady trend even after 1947 notwithstanding the generally 
declining trend for banks as a whole. Whereas in the case of Part A 
States the number of offices of banks declined from 3,360 in 1948 
to 2,569 in 1953, the number of offices in Part B States increased 
from 1,067 in 1948 to 1,157* in 1953. Even if allowance is made for 
the effect on statistics of the several subsequent changes in the 
boundaries of Part A and B States, it would appear thai; the pro¬ 
gress in branch banking that Indian joint stock banks had made in 
Part B States was satisfactory and they did not seem to be far 
behind Part A States. 


139. The latest position of distribution of bank offices according 
to groups of States is brought out in the table on page 83. 

It will thus be seen that while scheduled banks predominate in 
Part A States and the distrribution of their offices is in line with 
Distribution of distribution of population among the different 
bank branches groups of States, non-scheduled banks play a slight- 
State-wise ly more important role than scheduled banks in Part 
. . B States and their offices are almost equally 

distributed in both Part A and B States. It will also be observed from 
the figures of population per office that Part B States are not on 
the whole worse off than Part A States in the matter of banking 
facilities available to them on per capita basis. 


•Statistical Tables relating to banks in India published by the Reserve Bank Or 
India’—Summary Tables Nos. lo and 9 of the 194S 3nd 1953 issues respectively^ 
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Jiegioncil distribution of offices as on the 31st December 1954** 


Groups 

of 

.States 


Popula¬ 
tion as 
per 1951 
census 
report 
(in crores) 


Propor¬ 
tion of 
popula¬ 
tion of 
each 
group to 
total 

population 


No, of 
offices 
of sche¬ 
duled 
banks in 
the group 


Propor¬ 
tion ol‘ 
no. of 
offices 
in col. 4 
to total 
no. 
offices 


No. of Propor- 
officcs tion of 
of non- no. o f 
Scheduled offices 
hanks in in col. 6 
the group it> total 

ni\ iif 
offices 


Popula¬ 
tion per 
office 

(in lakhs) 






of 


of in>n- 






scheduled 


scheduled 






banks 


banks 


I 

2 

3 

4 

c 

6 

7 

s 

Tart A 

27*80 

78% 

2,078 

75% 

66.4 

52% 

I-01 

Part B 

6*87 

T 9 % 

561 

20% 

594 

47% 

0-59 

Part C 

1-02 

3‘’o 

125* 

cO 

J . <) 

19 

* . 0 

0*7 


35-f>9 

100% 

2,764 

too'!,. 

1.277 

100'! a 

0*88 


* Of these, 92 offices are in tl\e Delhi Stale alone. 


HO. In the light of the general picture of expansion of joint 
stock banking in the country given in the foregoing paragraphs 
Progress of bra- the position of banks which are parties to the pre¬ 
ach expansion sent dispute may now be considered. At the end 
during 1948-54 of 1954 there were 88 scheduled banks and about 
445 non-scheduled banks in India. The progress made in branch 
expansion from January, 1948 upto the end of June, 1954 by the 
67 reporting banks (51 scheduled and 16 non-scheduled) and the 
areawise distribution of their offices as at the end of June, 1954 is 
brought out in the following table: — 


Distribution of offices of hanks according to award classes —1948-1954 


Class 

No. of No. of No. of 

No. of 

Area-wise 

analysis 

of 

the 


offices offices 

offices 

offices 

number of 

offices 

in 

1954 


in opened closed 

in 1954 


(30-6-1954) 




1948 

1948- 

1948- 

(30-6-54) 


— 






54 

54 


Area 

Area 

Area Area 

Area 






1 

2 

3 

4 

5 * 

A (Indian) . 

822 

357 

132 

1.047 

isr 

323 

30s 

221 

47 

A (Foreign) 

53 

9 

3 

59 

46 

7 

5 

1 


Btt 

424 

102 

79 

447 

ro2 

lOI 

109 

6r 

74 

C 

613 

120 

134 

59^ 

7 « 

143 

136 

132 

I JO 

D . . . 

205 

9 

49 

165 

13 

35 

46 

43 

28 


2,117 

597 

397 2,317 

390 

609 

6or 

458 

259 


*Motc, _^Area 4 has been added by the Government modified decision. It includes 

all places where the population is 30,000 or less. Area 5 refep to that portion 
of area 4 in respect of which the Government modified decision has granted 
complete exemption from all awards. This area includes all places in Part 
B and Part C States where the population is 30,00 or less, except those in 
the States of Delhi, Ajmer and Coorg. 

ftinclusive of offices in I 949 certain banks which were amalgamated into one 
unit in I950‘ 

♦♦ Figures taken from statements 31 and 32 of the “Trend and Progess of 
Banking in India” for 1954 published by the Reserve Bank of India. 
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The net rise of 200 in the total number of offices of the above-men¬ 
tioned banks is accounted for mostly by A class (Indian and 
Foreign) and B class banks, whereas the number of offices of C and 
D classes of banks has recorded a net decline during the period. 

141. It will be observed from the above table that areas 2 and 
3 account for the highest number of offices of banks followed by 
areas 4, 1 and 5. The same trends are noticed in 
l^stributwn of ^ class (Indian) banks whereas A class 

area-wi^**** ** (Foreign) banks have most of their offices in area 1. 

B class banks have practically the same number of 
offices in areas 1, 2 and 3 while their offices in ai'eas 4 and 5 
though less in number, are fairly equally distributed. C class banks 
have more or less followed the pattern of A class (Indian) banks. 
It also appears from the information supplied to the Commission 
that the highest number of offices were closed in area 4 (142) 
followed by those in areas 2, 3, 5 and 1 (84, 68, 52 and 51 respec¬ 
tively). 223 of the 397 offices closed (56 per cent) were on account 
of losses sustained by them. 58 (15 per cent) due to amalgamation 
of banks and 36 (9 per cent) consequent upon Partition of the 
country. The number of offices closed in order to comply with 
section 11 of the Banking Companies Act was only 5 (1 per cent) 
and related solely to D class banks. The remaining 75 offices (19 per 
cent) were closed on account of miscellaneous reasons which were 
not specified. Again out of the 397 offices closed 142 had been opened 
during the war period indicating generally the indiscriminate 
manner in which branch expansion had taken place during that 
period as referred to earlier. C class banks accounted for the highest 
proportion of closures at 44 per cent while A class (Indian) banks 
followed with 27 per cent. 

142. In assessing whether the maintenance of a banking office 
is remunerative or not, it would be necessary to bear in mind the 
practice followed by the bank with regard to the 
Practice in reg- adjustment of charges on the use of funds between 
f. I. head office and branches. It is seldom that a 

® ® branch is self-sufficient by itself in the sense that its. 

deposits just cover its advances. Some of the branches situated at 
deposit-collecting centres may, therefore, have surplus funds to lend 
to the head office; at other centres there may be better scope for 
advances and the branches there may have to borrow funds from 
the head office to meet their business requirements. Although the 
adjustment of interest charges on the use of funds between the 
head office and branches would not in any way affect the working, 
results of the bank as a whole, a predominantly deposit-collecting 
branch would always show a loss and a predominantly advances- 
making centre would record an inflated profit unless interest at a 
reasonable rate is allowed or charged by the head office on the 
funds borrowed from or lent to the branches. Information was col¬ 
lected from banks regarding the practice followed by them in this 
connection and they were asked to work out the results of their 
branches running at loss on the basis of a given formula of adjust¬ 
ment, in order to show if they would have thereby shown profits. 
The formula laid down by the Commission in this respect stipulated 
that the branches were to be allowed interest on their funds with 
the head office at the ratio of gross earnings to working capital less 
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i per cent and were to be charged at the average borrowing rate 
plus i per cent. From the replies received it appears that with the 
exception of only two banks all others followed the practice of 
allowing or charging interest on the use of funds between the head 
office and branches. While the rate of intere.st allowed by the head 
offices varied between 2 per cent and 4 per cent, the rate of in¬ 
terest charged by them ranged between per cent and 4i per cent. 
The Bank Rate, which is 3i per cent at present, was the more 
commonly adopted rote, being applied either uniformly on both 
accounts or with a margin of 1 per cent, in favour of the head ;;lli e 
In a few cases banks varied their rate according to money market 
conditions. Excepting in a very few instances, the replies received 
from banks indicated that even if interest on the basis indicated by 
the Commission were applied, the branches which were closed due to 
losses would not have shown profits. This was due to the fact that 
most banks had already taken into account head office interest on the 
above basis in arriving at the working results of the losing branches 
before deciding to close them. 

143. An analysis of the offices according to their working results 
for the half year ended the 30th June, 1954 as also 
Working results for the full year ended the 31st December, 1953 is 
of ofaces given below: 

Distribution of offices according to working results for the year 
ended the 31st December 1953 and half-year ended the 30th June 
1954 


Class of banks 

Total 
No. of 
offices 

No. of No. and pro- 
officcs portion of 

No. of offices making loss 
wise 

area- 


profit 

loss 

Area 

j 

Area 

2 

Area 

3 

Area 

4 

Are a 

5 




No. Proportion 

A (Indian) 

1,036 

735 

301 

I9S3 

29 05% 

28 

85 

105 

64 

19 

A (Foreign) 

59 

43 

16 

27* J2% 

8 

A 

4 

•• 

• • 

B 

442 

305 

137 

31*00% 

42 

28 

30 

24 

13 

c . . 

600 

421 

179 

29 ' 83 % 

33 

43 

33 

39 

31 

D . . 

166 

105 

61 

36-75% 

6 

15 

15 

7 

t8 

Total 

• 2,303 

1,609 

694 

30-13% 

117 

175 

187 

134 

81 

A (Indian) 

. I5O49 

803 

246 

1954 

23-45% 

27 

85 

71 

52 

11 

A (Foreign) 

59 

40 

19 

32-20% 

13 

3 

3 

• • 

• • 

B . • 

447 

330 

117 

26-17% 

38 

25 

25 

22 

7 

c . . • 

601 

438 

163 

27-12% 

33 

41 

32 

33 

24 

D 

. 158 

TOO 

58 

36-71% 

4 

12 

17 

8 

17 


2,314 1,711 603 26-06% 115 166 148 115 


59 


Total 
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144. It will be seen from the above that D class banks have the 
"highest proportion of offices running at loss. The number of such 
offices in areas 4 and 5 is 115 and 59 respectively for the half year 
•ended the 30th June 1954 and constitutes 25‘33 per cent and 23; 14 
per cent, respectively of the total number of offices in each of 
these areas. In addition to giving the profit or loss position of 
their offices as on the 30tb June 1954, banks were asked to estimate 
their w'orking results for the six months ended the 31st December 
1954 and for 1955 and 1956 on the basis of the position as on the 
30th June 1954; for this purpose establishment expenditure was to 
be calculated according to the scales of pay and allowances pres¬ 
cribed under (a) the Labour Appellate Tribunal decision and (b) 
Government Modification. It may be mentioned that, by applying 
the Labour Appellate Tribunal scales, it was found that 220 may 
probably be converted into losing offices out of a total of 2,317 
profit earning offices at the end of 1956. Of them, 50 are in area 
4 and 26 in area 5. The corresponding number under the Govern¬ 
ment Modification at the end of 1956 would be much less. Inas¬ 
much as the Government modified scales do not apply to area 5, 
the w'orking results of offices in that area were not adected under 
that decision. Viewed against the background of the net reduction 
in the number of offices in the post-war period, which totalled 845 
(the number of offices actually closed being obviously much 
larger) during the period 1946-1954, the number of offices that 
may have to be closed by the end of 1956 under the I.abour Appel¬ 
late Tribunal decision (220) (assuming that all the offices convert¬ 
ed thereby into loss-incurring offices would necessarily be closed) 
does not appear to be so large as to cause any alarm. In any 
event, since these offices were showing only marginal profit, the 
change in status was only formal. In this connection, it would be 
relevant to remember that usually banks do not close their branches 
as soon as, or solely because, they appear to be marginal or loss- 
incurring units. Even such branches serve some useful purpose 
for the main office. Further, in the generally anticipated rise in 
the bank earnings during the immediate future it is not unlikely 
that the number of such offices may be reduced in actual p.-actice. 
Nevertheless it is essential to consider whether any of the places 
at present served by joint stock banks would be deprived of com¬ 
mercial banking facilities. From the information collected from 
banks regarding individual offices that may have to be closed 
during the next three years as a result of the buiden imposed by 
the Labour Appellate Tribunal decision, it would appear that in 
all 47 places are expected to be deprived of banking facilities. Of 
these as many as 24 are in area 4 and 18 in area 5. l^le a 
majority of the offices in area 4 are served by B and C classes of 
banks, all offices in area 5 are served by B and C classes of 
banks alone. Thus prima facie there appears to be a case for 
providing relief in the provisions of the Labour Appellate Tribunal 
decision as far as they apply to these areas. In the context of 
to-day, it is of utmost importance to devise ways and means which 
would not only avoid the curtailment of, but would facilitate the 
spread of banking facilities in semi-urban and rural areas. The 
major importance of developing these smaller areas, which consti¬ 
tute the bulk of the nation, can hardly be exaggerated. That is 
why I must now proceed to consider what changes should be 
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recommonded in the structure of the Labour Apuellate Tribunal 
decision from this point of view. 


145. Although the opening of a number of branches during ihe 
war and post-war period has, by and large, brought about a greater 
diffusion of banking than during the p>'c-war 
expansion still continues to be lop- 
areas siev'd as has already been observed. Thus ’vhile 

bigger towns have an adequate number o; bank¬ 
ing offices, and in some cases even more than necessary, a number 
o!i small nlaces m e still wiihoul any office of a joint' stock bank. 
Though statistics based on the iOai census report regarding the 
number of towns in semi-urban and rural areas not served by a 
joint stock bank are not available, the foliowing figures rc’ating to 
the disfribution of b.anking cilices in what may be called r.s rural 
and urban areas would indicate the prcL'erencc of bardcs primarily 
for urban areas; 


Distribution o] hanking offices hy popLilalion among classes of 
Slates at the end oj 1954*'*' 


Cla.ss of Slates 

No. c^f 
j-'kices 
wilh 

popuiaiion 
Lip to 
25,000 
served by 
banks. 

No. c-f 
(Alices 
at. places 
sn 

to). 2 

Approxi¬ 
mate 1.0. 
(‘f olficcs 
per plates 
in col. 2 

No. of Ni'. (f 
places clfcts it 
having places 

population in tol.5 
above 

25.0CO 

served 

by 

banks 

Aj p]( \i- 
ir:.K N't . 
of efiites 
per Uck 
in col* 5. 

1 

- 

3 

4 

5 

r 

7 

Part A 

5 'M 

904 

2 

27 h 

1/S38 

7 

Part B 

336 

615 

2 

82 

540 

7 

Part C 

jS 

21 

I 

9 

3 23'- 

14 


938 

1-54C 



2,503 



* Delhi alc nc acct^unts for loi oJficcs. 

146. As stated above, statistics of places where no bank branches, 
exist are not available, but since in our country the numbei ol 
places with a population of less than -25,000 predominates, the 
need for further development of banking in smaller places is 
apparent. In this connection, it may be observed that bigger 
banks rely more on larger towns for their business while smaller 
ones comprising a majority of non-scheduled banks favour smaller 
towns. Thus out of 2,685 offices of scheduled banks in the Indian 
Union in 1953 (for which the latest figures are available), only 798 
offices or 29'-72 per cent, of the total were ai places with population 
upto 25,000; the corresponding number for non-scheduled banks, 
however, was 699 constituting 5513 per cent, of the total number 
of their offices. ^ ^ _ 

♦* Figures taken from statement 33 of the “ Trend and Progress of Banking in In d 
for 1954 published by the Reserve Bank of India. a. 
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147. The problem of development of banking in rural areas has 
been receiving the attention of authorities over a long period; in 
this connection it would be relevant to consider the findings of 
the Rural Banking Enquiry Committee appointed by Government 
in 1949. The Reserve Bank of India has also conducted an All 
India Rural Credit Survey during the years 1951-53 and the report 
recently submitted by the Committee of Direction of the Survey 
also throws considerable light on this problem. It would be per¬ 
tinent to consider the salient points contained in these two reports 
while investigating into the effects of the different awards on the 
development of banking in these areas. 

148. The Rural Banking Enquiry Committee had suggested that 

commercial banks should be encouraged to expand their activities 
» 1 » It* E Taluka (Tehsil) centres or mandies or markets 

Enquiry Commit- these banks should play a greater 

tee^ Report part in rural finance, making advances against pro- 

du'ce, gold, etc. The number of such Taluka or 
District headquarters which were, according to it, either not served 
or inadequately served by joint stock banks was 492. It further 
felt that development of commercial banking at these centres could 
be encouraged by removing any impediments in the way of such 
expansion, if necessary through Government assistance, but for 
various reasons, it did not favour the grant of cash subsidies by 
Government to commercial banks for this purpose. One of the 
recommendations made by the Committee was that, in so far as the 
high operating cost of semi-urban and rural ofTices of banks was 
due to the application of the Shops and Establishment Act and the 
awards of Industrial Tribunals, such Acts and awards should not 
be made applicable to the ofTices of banks in towms having a popula¬ 
tion of less than 50,000. Justification for this suggestion was also 
found in the fact that the work at such offices is seasonal in character 
and unless a certain amount of elasticity and informality is permitted 
in their working it would be difficult to run them economically and 
popularise banking among rural classes. According to the Com¬ 
mittee, salary scales fixed largely wdth reference to conditions 
obtaining in large urban centres should not be made applicable to 
such areas as the cost of living therein was much lower than in the 
larger cities, particularly for locally recruited staff which had, in most 
cases, other alternative sources of income. In the opinion of the 
Committee, the salaries that banks should pay to their staff had to 
be related to the paying capacity of the area concerned as no bank 
could be expected to maintain branches which were uneconomic 
simply because its overall profits were good or its income at other 
offices was considerable. 

149. The Rural Banking Enquiry Committee had also recom¬ 
mended assumption of a special role by the Imperial Bank of India 
which was required to open offices at semi-urban and rural centres 
in Part A and Part C States with the object of extending banking 
facilities there as well as for handling Government cash work. Out 
of 274 centres in the above-mentioned States, where the turnover on 
Government account was considered to be adequate, and whose 
business potentialities w^ere, therefore, to be investigated into, the 
Imperial Bank of India, in consultation with the Reserve Bank of 
India, agreed to open 114 offices (including conversion of 13 treasury 
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pay offices into branch offices) within a period of five years from 
July 1951. Out of these proposed 114 centres, only 56 have a 
population of 30,000 or less. In this connection, however, it would 
be of interest to note the further observations made by the Com¬ 
mittee in this behalf: — 

“On the whole, the Imperial Bank of India and other com¬ 
mercial banks are not likely to find it worthwhile, 
under present conditions, to go beyond taluka (or 
tehsil) headquarter towns, mandis or market towns, or 
other towns of some commercial or industrial import¬ 
ance. They should be allowed and encouraged to 
expand to this extent, subject to the control exerci.sed 
by the Reserve Bank on the opening of branches for 
maintaining healthy banking conditions... .Co-operative 
banks, whether they are branche.s of the provincial co¬ 
operative banks or of central banks, can be established 
both in large and small towns and go deeper into the 
rural areas than commercial banks, becau.se their 
primary function is the financing of co-operative 
societies established in the villages.’’ 

It would thus be seen that the Rural Banking Enquiry Committee 
had also visualised the financing of smaller places in rural areas 
by co-operative banks and societies and not by commercial banks. 
Upto the end of 1954 the Imperial Bank had opened 44 offices and 
converted 11 treasury pay offices into branch ofrices. The Imperial 
Bank had. however, informed the Reserve Bank in May 1.954 that, 
if the Labour Appellate Tribunal decision was given effect to, it 
would find it extremely difficult to implement the expansion 
programme. 

150. At the lime the Labour Appellate Tribunal considered the 
appeals against the award of the Sastry Tribunal, the Government 

of India, acting on the recommendations of this Com¬ 
mittee, made an application for exempting from the 
Government^ ^ award towms having a population of 30.000 and le.ss. 
modified decision rp].^g application wms, however, rejected by the tri¬ 
bunal mainly on technical grounds. While modifying the decision of 
the Labour Appellate Tribunal by the Order dated the 24th August 
1954, Government, however, created an additional area. viz. area 4, 
consisting of centres with population of 30,000 andle.ss, and fixed for 
it lower scales of pay; at the same time Government completely ex¬ 
empted from the decision of the Labour Appellate Tribunal places in 
area 4 in Part B States and Part C States other than Delhi, Ajmer 
and Coorg. 

151. I would now briefly indicate the nature of the relevant re¬ 

commendations made by the other Committee. The Committee of 
HeiMrt of the All Direction of the All India Rural Credit Survey ap- 
ladla Rural Credit by the Reserve Bank of India to go into the 

foTtbe'^rbilth-question of rural finance has gone a step further by 
mentofthe State recommending, as a part of the integrated scheme 
Bank of India of reorganisation of rural credit proposed by it. the 

establishment of the State Bank of India by statu¬ 
tory amalgamation with the Imperial Bank of India ten major State- 
-^owned and State-associated banks. It has further recommended that, 
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if necessary, relatively smaller commercial banks whose branches 
are so situated as to be complementary to the operations of the pro¬ 
posed State Bank of India should also be integrated in it. The scope 
of the activities of the proposed State Bank of India as described in the 
words of the Committee itself covers “the creation of one strong, 
integrated, State-sponsored, State-partnered commercial banking 
institution with an effective machinery of branches spread over the 
whole countr 5 ^ which by further expansion would be put in a posi¬ 
tion to take over cash work from non-banking treasuries and sub- 
treasuries, provide additional remittance facilities for co-operative 
and other banks thus stimulating the further establishment of such 
banks and generally their lending operations, in so far as having 
a bearing on rural credit, and follow a policy which, while not 
de\n'ating from the canons of sound business, will be in effective 
consonance with national policies as expressed through the Central 
Government and the Reserve Bank of India,” 

'Jfi.?,. The State Bank of India Ac^ generallv ;incorpo”ating the 
reeommerdatior-s of the Committee has been placed on the statute 
Imroriv^ncc rf the hook in May 1955 and the State Bank of India has 
new Sta^e cf already come into existence as from the 1st July 
1955 taking over as a going concern the Imperial Bank 
of India as from that date. The State Bank of India is required to open 
400 new offices in rural areas within the next five years. The establish¬ 
ment of warehouses for the storage of agricultural produce under 
the aegis of State Governments and the setting up of regulated 
markets are some of the other measures proposed by the Committee, 
which would, if and when implemented, promote the creation of 
favourable conditions for commercial banks to expand in these areas. 
It would be realised that the main proposal made by the Commit¬ 
tee was somewhat of a revolutionary character. It was undoubted- 
I 7 / based on the Committee's firm, determination to advise the adop¬ 
tion of all legitimate means which would help the nation’s objective 
of establishing a socialistic pattern of society at an early date. It 
is a matter of vcjry great satisfaction that Government accepted 
this Committee’s proposal in that behalf and introduced the neces¬ 
sary legislation with remarkable expedition. I feel that the 
scheme envisaged by the constitution of the State Bank of India 
would play a decisive part in the implementation of some of the 
important objectives of the Second Five Year Plan and I have no 
doubt that the significance of the change introduced by this legisla¬ 
tion will be appreciated more and more as the objectives in view 
are accomplished by the State Bank of India in due course. 

153. During the course of the present enquiry, information was 
elicited from banks as regards their estimates of pre-requisites 
Problem of offices opening offices in towns with population of 30,000 
in towns with ^^^d less: banks were also asked whether according 
population of 30, oooto them the weight of wages of employees was the 
and less only factor dissuading them from extending into 

these towns. They were further requested to advise the Commis¬ 
sion whether they had any plan to open offices in the immediate 
future in towns situated in these areas and whether, in case area 
5 as referred to above was excluded from the operation of the 
award, they would be prepared to consider an agreed programme 
of expansion into such towns. 
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154. It is clear from the replies received that the prospect of 

'earning profits within a reasonable period of say two or three years 
Consideration in foremost consideration in the minds of 

regard to opening bankers in undertaking expansion of branches to 
of branches in these places. This obviously postulates the acquisi- 
-*rea 5 tion of an adequate volume of deposits and/or 

advances and other acceptable remunerative business to en¬ 
able the offices to fully cover their operational costs; these 
would be relatively low on account of the small amount of 
business usually available in small places. Other pre-requi- 
sities for opening of offices at these centres were availabi¬ 
lity of remittance facilities, adequate security measures, easy 
conununication so as to facilitate control and supervision by 
the head office and suitable premises for housing these offices. Out 
of 56 reporting Indian banks, 32 have stated that they plan to open 
offices in smaller places in the immediate future; some of them, 
however, add that they would do so subject to favourable condi¬ 
tions; 23 banks have no such plan and one bank did not care to 
reply. Thus the consensus of opinion amongst these banks appears 
to be that the load of wages is an important factor which dissuades 
them from expanding into smaller places. However, it must be 
emphasized that the load of wages is not the sole or only determin¬ 
ing factor. Many banks which have a plan to open offices in these 
towns are prepared to consider an agreed programme of expansion 
if such places in Part B and C States (excepting Delhi, Ajmer and 
Coorg) are exempted from the operation of awards; while a few 
•others want similar towns in Part A States also to be so excluded, 
which, in fact, would mean total exemption of all places with a 
population of 30,000 and less. 

155. It will be observed from the table given in paragraph 140 
that out of the 458 and 259 offices of the reporting banks in areas 4 
Existing offices in and 5 respectively as on the 30th June 19.54 A class 
areas 4 and 5 (Indian) banks accounted for the highest proportion 

(48 per cent) of the offices in area 4 followed by C 
class banks (29 per cent). In area 5, how^ever, C class 
banks accounted for the highest proportion of offices at 42 
per cent. It may further be noted that, whereas offices 
of A class (Indian) and B class banks in areas 4 and 5 
constitute 27 per cent, of the total number of their offices, 
the corresponding percentage for C and D classes of banks is 41 per 
cent. It is, therefore, apparent from the above facts that A class 
(Indian) banks, which have the widest net-work of offices through¬ 
out the length and breadth of the country, have, as between areas 
4 and 5, carried out their branch expansion activity to a greater 
extent in the former area than in the latter. Further, although 
A class (Indian) and B class banks, by viture of their resources, 
bave a larger aggregate number of offices in areas 4 and 5, C and 
D classes of banks have a greater dependence on those areas by 
virtue of a larger proportion of their offices being situated there. 
The A class (Foreign) banks have only one office in area 4, since 
they restrict their activities mainly to port towns and major cities. 

156. Out of 56,106 workmen (both clerks and subordinates) of 
the reporting banks in all classes, 4,092 or 7-29 per cent, are 
Bankmen employ- accounted for by offices in area 4 (number of offices 
«d In areas 4 and 5 in this area constitutes 20 per cent of the total) 

and 1,760 or 3T4 per cent, by those in area 5 (offices 
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in this area constitute 11 per cent of the total) indicating that the? 
staff at these offices is smaller as compared to that in offices m, 
other areas due to the smaller volume of business transacted by 
them. 

157. With a view to obtaining an insight into the working of 
banks in areas 4 and 5, a few offices of Indian banks from each class 
Business at select- were selected at random and figures relating to their 
ed offices in areas business were called for from them. Out of data 

4 and 5 relating to 458 and 259 offices of Indian banks in 

areas 4 and 5, those for 93 and 68 offices respectively from the 
selected offices, were consolidated for this purpose. In a majority 
of these offices (73 per cent in area 4 and 63 per cent in area 5) 
their deposits exceeded advances as at the end of 1953. Although 
this may bo partly due to the fact that the busy season comes into 
full swing a couple of months after December to which the figures 
obtained related, it would also appear that the hesitation on the 
part of commercial banks, particularly the bigger ones, to enter 
into any large commitments in these areas either for want of accept¬ 
able types of security like grains etc. or for want of proper storage 
arrangements, may also be a cause to some extent. 23 per cent of 
the offices selected from area 4 and 22 per cent of those from area 

5 showed losses on the basis of head office interest as per the rates: 
charged by banks themselves. 

158. It would thus be evident that Indian joint stocK banking, 
notwithstanding its development during the war period, has still to 
Scope for further expand in semi-urban and rural areas. While 
branch expansion financing of agricultural processes is more ap- 
In areas 4 and j propriately within the scope of co-operative banking, 
short-term financing and the marketing operations of the agri¬ 
culturists would be within the normal sphere of commercial bank¬ 
ing. As observed by the report of the Rural Banking Enquiry Com¬ 
mittee. commercial banks could very well extend their services upto 
Taluka (or Tehsil) headquarter towns, mandis and market centres. 
The Imperial Bank of India has already partly implemented the 
programme of expansion into smaller towns in Part A and Part C 
States- With the setting up of the State Bank of India—an institu¬ 
tion whose operations would be guided by national interests—and 
with the responsibility cast on it to open, within the next five years, 
as many as 400 new offices including those at the District and 
Tehsil headquarters, the tempo of expansion would no doubt be 
quickened. Commercial banks should no.t be apprehensive of the 
competition from the State Bank of India and should plan their 
expansion programme so as not to duplicate banking facilities in 
smaller places. The expansion of offices of the State Bank of India 
into semi-urban and rural towns would, to some extent, do away with 
the necessity for commercial banks to maintain large cash balances 
in smaller places and consequently to make elaborate security ar¬ 
rangements. The anticipated rise in rural incomes with the 
development of the country, the creation of regulated markets and 
the establishment of ware-houses on extensive scales under the 
aegis of State Governments as envisaged in the Rural Credit Survey- 
Report would also hold better prospects for commercial banks tOL. 
extend their activities into the interior. 
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159. The business potentialities of semi-urban and rural cen¬ 
tres are comparatively less, whereas a certain minimum 
Problem of ares staff has to be maintained, however small an 
4--|^levaiice of office may be. It is, therefore, natural, as has been 
“don* mentioned earlier, that banks in the private sector, 

• . guided as they are by the profit motive, should be 

hesitant to extend their services to places where the minimum 
operational costs of running an office are likely to exceed 
its earning capacity. It is not unlikely that operational costs 
may slightly vary as between bigger and smaller banks. How¬ 
ever, the question whether bigger banks with their more modern 
operational methods or smaller regional banks with their gieater 
adaptability to local conditions, or both in co-ordination and 
not in competition with each other, should expand into 
these centres is a matter for decision by the Reserve Bank of 
India which is the licensing authority in this respect. While 
financial soundness would evidently be one of the prime considera¬ 
tions in this regard, in so far as the Commission is concerned it 
would like to see that big as well as small banks are not deterred 
from opening offices at smaller places due to high operational costs; 
and that is one consideration which is obviously relevant in deal¬ 
ing with the problem of area 4. In making recommendations with 
the object of enabling banks to carry banking facilities to smaller 
areas and putting them within easy reach of the rural population, 
considerations of national good are naturally predominant. If it 
is true to say that banking business even in the private sector 
would bo ju.stified and would be expected to serve the national 
cause, then it would be relevant to make such recommendations 
as would encourage bankers to spread out in small rural areas. 
If, by creating area 4 and fixing for this area a lower wage struc¬ 
ture, compiercial banks are likely to .spread out in rurai areas, it 
would, I think, be worthwhile giving commercial banks the neces¬ 
sary facilities in that behalf. That is one aspect of the matter. 

160. Moreover, even on the merits, much can be said in favour 
of the creation of area 4. The division of the country into three 

The merits of the banking areas has apparently resulted in the 
creation of area 4 anomaly of including in area 3 places which can¬ 
not claim to be similar in material particulars. I 
apprehend it would not be unreasonable to assume that 
the cost of living in places where the population is 30.000 
or less would not be the same as in places where the 
population is a lakh or above 30,000. I realise that a line 
has to be drawn somewhere and marginal cases would always 
constitute a challenge to any division. But by and large 
it appears to me to be reasonable to divide the area which is 
described as area 3 in the awards into two areas. Area 3 should 
consist of places where the population is between 30,000 and a 
lakh, and all places where the population is 30,000 or less should be 
constituted into a separate area. In this connection I may only 
refer to the argument which has been urged in support of the 
creation of this additional area that bankmen who work in branches 
situated in such places are not wholly dependent on their salaries 
for maintenance because usually they have some other source to 
supplement their income. In my opinion, therefore, even on strictly 
economic grounds it would be difficult to resist the creation of area 
4 . Besides, as I have just indicated, it is very likely that the 
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creation of area 4 may facilitate the spread of banking business into 
smaller places and that is not a minor consideration. 

161. It appears that the merits of the problem in regard 
to the creation of area 4 were not placed before the Labour 
Merits of the pro- Appellate Tribunal. It is true that an application 
biem not cMsl- was made by Government for exempting all places 
dercd by the where the population was 30,000 or less, and, as I 
|^P*****“® have already indicated, this application came to be 
^ rejected principally on technical grounds. Even 

when this application was argued before the Labour Appellate Tri¬ 
bunal, it does not appear to have been urged before it that, if the 
Tribunal was not prepared to grant complete exemption to any area, 
it might consider the creation of area 4 and might devise a less 
onerous wage structure for this area. Since this aspect of the 
matter was not urged before the Labour Appellate Tribunal, it 
would be difficult to blame the Tribunal for not having considered 
it on the merits. I am, therefore, satisfied that, having regard to 
all the relevant considerations. Government were justified iii creat¬ 
ing area 4 and in prescribing for this area a less onerous wage 
structure. 

162. It is now necessary to consider whether Government 
were justified in granting complete exemption to a part of area 4 
which has been described in this report as area 5. 
The problem of This concession has been granted to the area in 
complete exemp- question on the assumption that places where the 
population is 30,000 or less in this area are relative- 
in the Gtwrn! backward from the point of view of the spread of 
ment modified banking facilities and that they need a sort of special 
deciaion weigtage or protection. As I have attempted to 

show in the earlier portion of this chapter, the 
assumption on which this provision appears to have been made 
is in fact invalid. The spread of banking business in Part 
B States cannot, I think, be described as inadequate in any 
sense. In fact, in some respects and during recent period, 
the growth of banking facilities in Part B States has been very 
remarkable indeed. Besides, if there are smaller places in Part B 
and C States that seem to need special protection, it would be 
difficult to deny that there are similar smaller places in Part A 
States such as Assam and Orissa which may claim protection in 
equal measure. If complete exemption from all industrial awards 
is the price which has to be paid for spreading banking facilities 
in any parts of the country, it would be invidious to confine these 
places only to Part B and C States as the Government modified 
decision seems to do. The facility would then have to be afforded 
to all backward places alike. Thus the first objection to the crea¬ 
tion of area 5 is that it is partly based on a wrong assumption of 
fact, and in part it unjustifiably distinguishes between places in 
Part B and C States that need help and similar places in Part A 
States which would deserve similar help. In my opinion, the 
Government modified decision suffers from these two infirmities. 

163. But apart from these considerations, my objection to 
complete exemption proceeds on principle. I do not feel inclin^ 
Fundamental ob- to subscribe to the view that even for the purpose 
jrotlon of affording banking facilities to smaller areas in 

the country it would be legitimate or desirable to exempt banks 
functioning in these areas from the operation of any industrial 
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award. Complete exemption of this kind runs counter to the 
primary regulatory principles on which the whole industrial legis¬ 
lation of the country seems to proceed. If I may say so, with respect, 
granting complete exemption is, in the context of the present dis¬ 
pute, fundamentally inconsistent with the major assumption on 
which the State policy of establishing a socialistic pattern of society 
is based. Indeed, I would like to suggest that the Government of 
India should bring it to the notice of all State Governments that 
it is necessary and desirable that all one-State banks within their 
respective jurisdiction should be brought within the purview of 
suitable industrial legislation. I have already indicated that the 
creation of area 4 is justified and I feel no difficulty in conceding 
that a wage structure in smaller places may be so constructed as 
nqt to hamper the growth of banking facilities in the said area. But 
leaving bankmen serving in smaller areas without the protection of 
any industrial adjudication seems to me to be so completely in¬ 
consistent with the general “political and economic climate” of the 
country that I cannot help coming to the conclusion that the crea¬ 
tion of area 5 and the granting of complete exemption to this area 
was unjustified. 

164. I must, howev'er, hasten to add that what I have stated 

about area 5 should not, in my opinion, apply to banks in 
Problem of Travancore-Cochin State (except the Travancore 
Travancore- Bank) for some time. I am dealing with this pro- 
Cochin blem separately in another chapter of my report. I 

have there indicated that the difficulties confronting the banks in 
Travancore-Cochin are of such a complex nature and their solution 
is so much mixed with the problem of the general economy of the 
State that with great reluctance I have suggested that the exemp¬ 
tion granted to area 5 should continue in regard to them. It would, 
therefore, be enough to mention at this place that, in rny opinion, 
banks situated in Travancore-Cochin State should continue to have 
the benefit of complete exemption in respect of area 5 on the terms 
and conditions which would be indicated later. 

SCOPE FOR ENLARGING PROFIT POTENTIAIJTY OF BANKS 

165. Closely linked with the problem of development of banking 
and expansion of the area of operations of banks, is the question of 
Need for increas- increasing their earnings and effecting economies 
in« earnings and in their working expen.scs. Although ultimately 
elfectmg economiesgygj^y bank has its own economy problem to solve 
depending upon any special features or peculiaritie.s in its 
working, there would, however, appear to be scope for all 
banks to take concerted action in their efforts to increase 
their earnings and reduce expenditure. Banks, however, do 
not appear to have given sufficient thought to those aspects, 
as is evidenced by the very sketchy and vague replies 
received from them to the question whether they had ex¬ 
plored the possibility of increasing their revenue and decreas¬ 
ing their expenditure (apart from establishment charges). A few 
of them have, however, taken the trouble to recount some of their 
difficulties and experiences in this regard. The Commission itself, by 
one of its terms of reference, is required to pay due regard, while 
making its recommendation, to any possibilities of effecting eco- 
nornies in the expenses of banking companies; the difficulties ex¬ 
perienced by banks themselves have been duly considered by me 
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while dealing with this problem. Whilst I am discussing the sources 
of possible addition to income of hanks, I voish to make it perfectly 
clear, in order to avoid any possible misunderstanding, that in con¬ 
sidering the capacity of banks to bear the burden of the Labour Ap¬ 
pellate Tribunal decision, I have not taken into account any such 
possible addition to the income of banks. 

166. The revenue of banks falls mainly under five categories, viz., 
(1) interest and discount received on advances and bills; (2) divi¬ 
dend and interest received on investments in shares, 

^ope for increat- debentures and trustee securities; (3) commission, 
rrevcnaes exchange and brokerage; (4) profit from sale or 

revaluation of assets; and (5) other miscellaneous incomes. 
Banks have, however, no control over the second item 
comprising dividend or interest received on investments' in 
shares, debentures and Government securities as the rates 
are generally fixed except in the case of dividends; any 
variations in the latter are dependent upon the working 
of the companies concerned and the decision of their Boards of Di¬ 
rectors regarding the amount of net profits to be distributed amongst 
the shareholders. The profits made on sale or revaluation of assets 
are also factors over v/hich banks have no control; these are mostly 
in the nature of windfall profits and are available only in case the 
market value of their assets, mostl> investments, suddenly increases 
due to extraneous causes. The only items, therefore, which would 
add to the incomes of banks, mainly on account of the efforts which 
can be made by them, are interest or discount received by them on 
advances and bills, commission, exchange and brokerage and othpr 
miscellaneous incomes earned as a result of services rendered by 
them to their customers. 

167. The main income of banks is derived from this source, as 

would be seen from the fact that it forms about three-fifths of the 
Interest and dJs- total gross income of the reporting banks, the per- 
count on ad\ance8 centage being highest for D class banks at over 80 
and bills per eent of their gross earnings. Although the ave¬ 

rage rates of interest charged by banks on advances have - been 
slightly increased in recent times after the increase in the Bank 
Rate in 1951, there v/ould appear to be some scope for further up¬ 
ward adjustment. On the basis of the figures of advances of the 
reporting' banks outstanding as on the 31st December 1954 it has 
been estimated that the increase in the amount of interest earned 
by the different classes of banks with a slightly higher rate of inte¬ 
rest would work out as given on page 97. Although it is 
not the general practice in this country to vary interest 
rates by such small fractions as J per cent, it may perhaps 
be desirable to introduce such a practice in order to enable banks 
lo quote finer rates for advances. As may be seen from the above 
table, an increase of I per cent in the rate of interest by all banks 
would add to their income to the extent of nearly Rs. 0.58 crore and 
would cover about half the expected increase in the establishment 
expcnse.s due to the application of the Labour Appellate Tribunal 
decision in the case of class (Indian) and D class banks thou^ 
in the case of B and C classes of banks the increase in earnings 
would cover only about one-fourth of the expected increase in the 
establisimient charges under the decision. In this connection it has 
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'been argued before the Commission by banks that banking is a 
highly compe^;itive industry and in case.any bank increases its rate 
of interest on advances, more likely than not it would lose business 
to some other bank which may under-quote it. Although this may 
be true to a certain extent, I feel that time has come when banks 
may have to take concerted action and come to some kind of agree¬ 
ment amongst themselves whereby not only floor rates on some 
categories of advances but also ceilings on deposit rates would have 
to be regulated by mutural agreement. 


(Amounts in lakhs of rupees) 


Class of banks 

Amoiinr of 
advances out¬ 
standing as on 
31-12-1954* 

Estimated increase 
in the amount of 
interest with an 
average increase in 
rate by 

Increase in workmen’s 
establishment in 
1954** under L.A.T. 
decision over that 
under the frozen 

Sen award 



1/8 percent 1/4 percent. 

A (Indian) . 


260,81 

32*60 65-20 

59-33 

A (foreign) . 


112,51 

14*06 28*13 

6*32 

B 

• 

53.56 

670 13*39 

24*52 

C 


34.91 

4*36 8*73 

i8-14 

D 


4,84 

0*6l 1*21 

1-25 



466,63 

58*33 116*66 

109*56 


• Preliminary. 

•* Excluding bonus. 

168. Similarly, as in the case of interest on advances, commission, 
■exchange, etc. charged by banks on bills purchased or for collection 
Commission ex- as well as on remittances made on account of cus- 
change and bro- tomers etc. form a large portion of their income 
kerage and is an item variable according to the rates charg¬ 

ed by them. The chances of competition in this sphere can also be 
reduced by agreeing to certain minimum rates below which no bank 
should quote. An example in this connection has been well set by 
the Exchange Banks Association, which under its Rules enjoins upon 
its member banks to charge certain fixed rates of commission and 
exchange for doing foreign business. The opening of proposed 
branches by the State Bank of India at about 400 additional centres 
situated all over the country would also help commercial banks 
towards effecting remittances at much reduced rates of exchange. I 
have indicated earlier that some of the steps which I have suggested 
have been advocated by the Chairman of the Indian Banks' Associa¬ 
tion in his speech to the Association at the Association’s last annual 
general meeting. 


169. The main items of exoenscs of banks as would be seen from 
their published profit and loss accounts comprise (1) interest 
Score for effect deposits; (2) establishment charges; (3) 

ingeconomlM ’ rents, taxes, etc.; i4) stationery, printing and adver¬ 
tisement; (5) postage, stamps, telegrams; and (6) 
depreciation. As in the case of earnings, some of the above items like 
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establishment charges of workmen, which are governed by the pro¬ 
visions of awards, are invariants and cannot be reduced. While there 
is usually very little scope for reducing the expenditure on the other 
items of miscellaneous expenses such as those other than ‘interest 
paid’, it would be worthwhile for banks to look into each one of these 
items of expenditure incurred by them and devise methods for re¬ 
ducing them. As regards reducing the quantum of interest paid by 
banks on deposits, I have already referred to this question in detail 
in Chapter V of this report, making therein relevant suggestions for 
bringing down deposit rates. 


170. The question of reducing establishment charges naturally 
and inevitably centres round the high salaries paid to the supervi- 
, sory staff. Some banks have represented to the 

Establishment Commission that the emoluments paid to their 
"*^‘^** officers are low in comparison to the emoluments of 

workmen under the proposed awards and in some cases the emolu¬ 
ments of clerical staff at the highest points in the pay-scales exceed 
those of junior officers. Barring the cases of such banks which be¬ 
long mostly to C and D classes and a few in B class, those particu¬ 
larly belonging to A class (Indian) and A class (Foreign) appear to 
carry a proportionately very large burden of officer establishment 
charges to their total establishment expenses. A detailed reference 
to the former is being made in the next chapter. It would be enough 
to state at this place that a case for reducing the salaries paid to 
the top executives in the banking business appears to have been 
clearly made out. As the report of the Taxation Enquiry- Commission 
itself has emphasized, “it is unrealistic to stress the disincentive 
effect of income-tax progression on the upper income groups, 
while the tax system calls upon the lower income groups who consti¬ 
tute the masses of the country to contribute an increasing portion 
of their meagre incomes’’.* The Commission, as I have already 
mentioned, has indicated its preference for reducing the gross dis¬ 
parities in income prevailing in this countiy by suggesting that “net 

personal incomes after tax.generally speaking should not exceed 

approximately thirty times the prevailing average per family income 
in the country”. It is true, as the Commission itself has pointed out, 
that this suggestion is not capable of immediate implementation. 
But time has arrived when serious and determined effort must be 


made to attain the said objective by implementing it stage by stage. 
■Though the enforcement of such a ceiling, and consequent reduc¬ 
tion in the emoluments of the highly paid officer staff, would not 
contribute materially towards finding the additional revenue neces¬ 
sary for meeting the increased burden of workmen establishment 
charges due to the application of the decision, the general levelling 
down of incomes would certainly have a strong psychological effect. 
May I add that during the course of this enquiry I have felt many 
times that bitterness in industrial disputes can be easily avoided 
if the psychological background relevant to the dispute and the in¬ 
terplay of psychological factors are appreciated by the parties con¬ 
cerned? 


♦Para 28, P. 154, of the reitort. 




CHAPTER VIII 


CAPACITY TO PAY OF CLASSES OF BANKS AND INDIVIDUAL 

UNITS 

171. As banks are credit institutions it is necessary that a complete 
study of their working should be made before determining their 
General consider, capacity to pay. It might sound platitudinous but it is 
ations nevertheless true that it would be erroneous to base 

conclusions on net profit only. The earnings of 
banks, no doubt, depend on their resources but these may vary from 
time to time and from bank to bank, and, therefore, the factors which 
influence their composition or volume must be taken into account. It 
is possible that the community’s preference for liquidity may change, 
as was the case when demand deposits declined and time deposits 
went up, or that as a result of investment exceeding savings deficit 
financing may influence deposit formation. Similarly as disclosed 
profits of banks are influenced by considerations of dividend policy, it 
becomes necessary to see if the deductions made from gross earnings 
for bad and doubtful debts and for other usual or necessary provi¬ 
sions were reasonable or excessive; and what is reasonable oV exces¬ 
sive can be determined only in the light of past provisions or quality 
of existing assets. Excessive provisions may be intentional or in 
some cases may be necessitated by lapses or errors of judgment on 
the part of management. Only when matters of such vital importance 
are studied it would become possible to assess the impact of additional 
wage burden. But, for obvious reasons, many things which came to 
my notice and which in fairness to the case of employees I should have 
liked to mention as they have impaired many banks’ capacity to pay 
a reasonable wage, cannot find a place in this report. Nevertheless I 
have tried my best to consider all available material though my dis¬ 
cussion of the problem in this report would inevitably be confined only 
to such information as can be disclosed in a public document. 


172. As said above the resources of banks are an important con¬ 
sideration in determining their capacity to pay since their earnings 
largely depend on the size of resources. This is evi- 
Resources their fenced by the fact that the three Tribunals—Sen, 
composiuon Sastry and Labour Appellate—classified banks ac¬ 
cording to their resources and prescribed scales of pay and allowances 
which would suit the resources of each class. In comput¬ 
ing the resources or working capital of banks these Tribunals 
included capital, reserves and deposits. But it has been re¬ 
presented to me by the Bankers’ Liaison Committee—and I 
agree with this view—that other items of liabilities excluding 
contra items should also be included in working capital as 
banks utilise these funds for increasing their earnings. Total 
working capital'* for the purpose of this report, therefore, in¬ 
cludes capital, reserves, deposits, borrowings, branch adjustments 
(credit balances) and other liabilities excluding contra entries. The 
Employees’ Liaison Committee represented to me that world resources 
of Indian banks (including their liabilities at foreign branches) should 
be taken into account for the purpose of their classification but I have 
decided not to interfere with the present basis of classification, 
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'especially as information in respect of the liabilities of foreign 
branches, appears to be inadequate. 

173. The paid-up capital of banks (excluding foreign banks) 
showed smaller increases every year and rose from Rs. 29' 10 crores in 
_ .. , , 1948 to Rs. 29'82 crores at the end of June 1954. Part- 

ai -up cap a ly as a result of this and partly due to the fall in 
the total working capital of banks under review, the per¬ 
centage of paid-up capital to total working funds rose from 3-45 per 
cent in 1948 to 3 -74 per cent at the end of June 1954. Almost the whole 
(97 per cent) of the paid-up capital of banks consists of ordinary share 
capital, the amount paid-up on preference shares being only Rs. 82 
lakhs or about 3 per cent of the total. Taking the banks class-wise, 
the 7 A class banks account for more than half the paid-up capital, 
8 banks in B class and 23 banks in C class account for about one-fifth 
and one-fourth of it respectively, leaving only about 3 per cent for the 
18 D class banks. The position of the different classes of banks as 
between 1948 and June 1954 is shown below. 

Paid-up capital of Indian hanks 

(Amount in thousands of rupees) 


Class of banks 

1948 

.30-6-1954 

A 

15,09.36 

15,60,04 

B 

5 . 97.04 

6,19,63 

C 

7,27.45 

7,05,22 

D 

75,95 

97,12 

Total (56 banks) 

29,09,80 

29,82,01 


174. As against a small increase of Rs. 72 lakhs in paid-up capital 
it is significant that reserves of Indian banks rose by over Rs. 3 crores 
^ from Rs. 21'43 crores in 1948 to Rs. 24'77 crores in 

eservcs June 1954 and formed 3'11 per cent of the total 

working capital of these banks in June 1954 as against 2-55 per cent in 
1948. The position of reserves of each class of banks as between 1948 
and June 1954 is shown below. 

Reserves of Indian banks 

(Amount in thousands of rupees) 


Class of banks 

1948 

30-6-1954 

, A 

16,51,06 

17,95,15 

B 

3,22,23 

4,16,21 

C 

1,63,07 

2,39,50 

D 

16,60 

26,33 

Total (.56 banks) 

21,52,96 

24,77,19 


175. While reserves of all cla.sses of banks rose over the period, re¬ 
serves of smaller banks increased proportionately more than those of 
bigger ones. This was largely the result of the provision in the Bank¬ 
ing Companies Act requiring banks to transfer to their statutory 
reserve fund 20 per cent of their net profits every year before paying 
any dividtmd until the former was equal to their paid-up capital. Some 
of the bigger banks like the Allahabad and the Imperial Banks have 
not added to their disclosed reseivcs since 1951. More than 90 per cent. 
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of the disclosed reserves of banks were held as statutory or general 
reserves. Other forms of disclosed reserves such as contingencies re¬ 
serves, dividend equalisation fund, reserves for bad and doubtful 
debts, investment fluctuation fund and other reserves are less 
important and accounted for about 8 per cent of the reserves of banks. 
In many cases such reserves have fallen over the past six years. 


176. It is a practice of banks to build up inner reserves so as to be 
able to meet losses arising from unforeseen circumstances without be¬ 
ing required to disclose them to the public. The im- 

Inner reserve* portance of such inner reserves to banks was proved 
in 1947 and 1951; in 1947 many banks had to suffer heavy losses on 
account of Partition and in 1951 owing to the raising of the bank rate 
many of them were faced with large depreciation in their securities 
portfolio. Some banks utilised a part of their inner reserves to writing 
off these losses. The inner reserves of banks, however, are not as 
large as it is generally believed. On the 31st December 1953 the inner 
reserves of reporting Indian banks formed 1-19 per cent of their risk 
assets. As said above during the period 1948-1954 a large portion of 
the inner reserves of these banks has been appropriated towards 
writing down depreciation on securities consequent upon the increase 
in the bank rate in 1951, thereby greatly reducing the amount of such 
reserves in the case of some banks and even completely wiping it out 
in the case of others. 

177. Besides the above reserves, A and B class banks hold a bMance 
of Rs 2-89 crores in their provision for taxation account. But banks 

brought it to my notice that as assessment for taxa- 
Balance In provl- for several years was pending, it would not be 
•ion for taxational balance in this account as a sort ol 

account reserve. Although this contention appears to 

Vio vnlid considering the level of assessment from year to year it 
would not be unreasonable to assume that a part of the balance would 
be available for unforeseen contingencies. In fact from the 
silnSed by some banks it was clear that occasionally amounts were 
transferred from the provision for taxation account to meeting dep e- 
ciation in securities and bad debts. 

17R In calculating banks’ working capital, however, I have not 
• 1 /lorl cithpr inner reserves or balance in the provision for taxation 

hut^fis^ossibffth^^^^^ may have shown them under cur- 
ronf'or Other accounts They, however, have been taken into account 

havfbuurup atat “ 

rf A andBc aSbanli and some'c daas banta ia made after adequate 
Srallon of their preaent posiliou of reserves. 
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179. The deposits of banks under review fell from Rs. 895-14 crores: 
in 1948 to Rs. 818- 96 crores in 1949 owing mostly to the adverse balance 
, of payments before the devaluation of September 

* 1949. They remained more or less stable around 

Rs. 815 crores to Rs. 820 crores in the next four years, but in the first 
six months of 1954 rose sharply by about Rs. 28 crores to Rs. 844 • 10 
erores. Figures of subsequent addition are not available with the 
Commission, but in view of the fact that the deposits of scheduled 
banks as a whole rose by Rs. 91 crores in 1954, there is reason to 
believe that the deposits of banks under review must have sharply 
risen in the second half of the year. 


180. While the total amount of deposits remained high, there has 
been a marked shift in the composition of deposits in recent years, 
. _ . especially after the raising of the Bank Rate in 

OBmpositionofde.j^ovember 1951. Of the total deposits of Rs. 844-10 
crores in the first half of 1954, Rs. 239-37 crores or 
28-4 per cent of the total were fixed deposits, Rs. 136-09 crores or 
16-1 per cent were savings deposits, Rs. 396-15 crores or 46-9 per 
cent were current deposits and the remaining Rs. 72-49 crores or 8-6 
per cent were other deposits. In 1949 the position was somewhat 
different, more than half the deposits—55-3 per cent—were current 
deposits while fixed, savings and other deposits accounted for 24-6 
per cent, 15 - 6 per cent and 4 ■ 5 per cent re.spectively of the total. The 
increase in fixed and savings deposits as compared to current deposits 
has meant a larger burden of interest charges for banks. Competition 
between banks for these deposits has forced the interest rates upwards 
and made even seasonal reduction somewhat difficult. I understand 
that an attempt was made to bring about an agreement among banks 
regarding deposit rates, but it did not fructify. From the sharply 
increasing burden of interest charges and the submission by banks 
before me that they could not reduce the rates of interest unilaterally, 
I feel that failing voluntary agreement between banks Government 
may have to consider the possibility of regulating deposit rates for 
the safety of funds. I do not, of course, underrate the difficulties of 
such a procedure but I would only add that it may be worthwhile to 
consider this aspect of the matter. 


181. The increase in other deposits is mostly accounted for by 
what are known as call deposits which have greatly increased in 
r'»ii recent years on account of the high rates at present 

** ruling in the inter-bank call money market. The ab¬ 

normal rise in these rates has been caused, I am told, by the compe¬ 
tition of foreign banks for securing short-terms resources 
locally after the sharp rise in the money rates in London 
following the bank rate increase. Advantage of this position 
is being taken by institutional depositors who are hitherto keeping 
large balances in their current accounts with banks earning no in¬ 
terest or only nominal interest by requiring their bankers to seasonal¬ 
ly convert large portion of their idle current account balances into 
call deposits earning as high as 2 to 3 per cent interest. This is another 
factor which has contributed to increasing the interest burden on 
banks. I realise the difficulties of banks so long as there is no agree¬ 
ment among them in regard to deposit rates. But once such an 
agreement is arrived at or statutory regulation of deposit rates is 
applied, it should not be difficult for banks to devise regulations 
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making such switches between current account and call money diffi¬ 
cult. 


182. The total working capital of reporting banks amounted to 
Pis. 992 crores during the first half of 1954 as against Rs. 1022 crores 

Total workine Ca- indicating a fall of Rs. 30 crores. it is possible 

pltai that owing to the sharp increase in the deposits 

with banks in the second half of 1954 this deficiency 
has been more than made up; nearly four-fifths of these resources 
were accounted for by 18 A class banks, i.e. 7 Indian each with total 
working capital of over Rs. 25 crores and 11 foreign banks. Tire other 
three groups accounted for the remaining resources in the descending 
order of importance. It has been emphasised before me that the de¬ 
posits of banks were declining affecting their earnings and therefore 
they would be unable to bear the Labour Appellate Tribunal burden. 
While it is true that the deposits of banks were declining for some 
years, it does not seem to have had any perceptible effect on the 
gross earning of banks. In fact these have continued to grow and 
banks have been able to bear the increasing burden of establish¬ 
ment charges without much difficulty. The year 1954 must be re¬ 
graded as a turning point. The annual report on the “Trend and Pro¬ 
gress of Banking in India for the year 1954” remarks (page 4): “Ex¬ 
panding resources and greater activity were the main characteristics 
of banking in India during 1954, in contrast to the relatively quiet 
year that preceded it. Deposit liabilities of scheduled banks record¬ 
ed a sharp rise of Rs. 91 crores, both demand and time deposits 
participating in this increase; in the preceding year, the relatively 
small increase of Rs. 8 crores in depoi?it liabilities was wholly made 
up of an expansion in time deposits. The rising trend in deposits 
confirms the observation made in the report for 1953 that the post- 
Partition decline in deposits has been arrested; in fact a phase of 
deposit expansion, related in the main to the rising tempo of Govern¬ 
ment outlay under the Five-Year Plan, seems to have begun.” This 
evaluation of the banking situation in India by the central banking 
authority of the country seems to hold an assurance that in the 
coming years the resources of banks would expand. With respect I 
accept this view and so in my assessment of the banks' capacity to 
pay I have made an assumption that their resources would increase 
in the next two or three years adding to their earnings. 


183. Next to resources, statistics of earnings and expenses of banks 
have an important bearing on their capacity to pay. Outside factors 
_ . d « which banks have no control may affect cither 

pense^gSeral** their eamings or expenses. For example, a business 
considerations recession may cut into their eamings or necessitate 
larger provision for bad and doubtful debts. 

So also a sudden spurt in business activity arising from 
national or international factors may have a stimulating effect 
on bank earnings. From the point of earnings and ex¬ 
penses of banks the post war period was eventful in that 
it witnessed the economic dislocation which followed Partition, the 
devaluation of the rupee, the outbreak of the Korean War, the rais¬ 
ing of the bank rate and the change in the open market policy, and 
a short-lived business recession. It has also witnessed the imple¬ 
mentation of the major portion of the first Five-Year Plan. The 
consequences of some of these events on the operations of banks were 
far-reaching as also sometimes conflicting and yet, it is gratifying 
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to note that the trend of bank earnings has been on the whole up¬ 
ward. 

184. Gross earnings (before deductions) of banks as a whole 
showed two distinct phases during the period 1948-54. In the first 
_ . phase which lasted upto 1950 gross earnings were 

ross earnings more or less steady, in the sense that earnings in 
] 950 did not show any appreciable increase over those in 
1948, though the year 1949 witnessed a short-lived rise. 
During this period it would appear that banks had not fully recover¬ 
ed from the losses resulting from economic dislocation ensuing 
from Partition. The .second distinct phase of gross earnings com¬ 
menced from 1951 when under the expansionist impulse of the 
Korean War boom earnings of banks rose sharply from Rs. 34.76 
crores in 1950 to Rs. 41.51 crores in 1951; the net increase of Rs. 6.75 
crores constituted the largest increase in earnings for any one year 
during the period under review. Gross earnings rose further by 
Rs. 1.86 crores in 1952 but declined by Rs. 1.35 crores in 1953. They 
have, however, increased again in 1954 to Rs. 44.37 crores, which 
is a peak level for the period 1948-54. The position of gross earnings 
of the different classes of banks as between 1948 and 1954 is shown 
in the table below. 

Gross earnings o/ hanks (1948-54) 

, (Amounts in thousands of rupees) 



Class 

194S 

1949 

1950 

1951 

1952 

1953 

1954* 

A ladian . 

. 18,20,41 

18,58,17 

17,98,24 

20,41,26 

21.50,64 

21,31,6 i 

23,22,18 

A Foreign 


9.vO,93 


12,27,10 

T2,Sj,24 

11,'29,63 

11,04,87 

B 

. 

. 4,27.06 

4^21,55 

4,28,17 

4,71,18 

4,86,59 

5,07,41 

54 y .'03 

C 


3v34,i3 

3,33^79 

3a 1,94 

3,58,29 

3/’3>8 o 

3^78378 

4,07,60 

D 


50,30 

48,55 

50.04 

52.94 

545.52 

54,04 

53,14 


'Fotal 

* 34^25,55 

36,32,99 

74,75,82 

4 l.. 50,77 

43-36,79 

42,01,47 

44,36,82 


Net increase in gross earnings (1948-54) 

(Amounts in thousands of rupees) 

A class (Indian) 

A class (foreign) 

B . . . 

C . 

D 

Thus, over the period (1948-54) each class of banks has shown au 
increase in gross earnings, with the largest net increase being re¬ 
corded by the A class banks. 

185. The expenses of banks have shown an almost consistent rise 
over the period from Rs. 23.28 crores in 1948 to Rs. 33.87 crores in 
Expcnces 1953. In 1954 expenses amounted to Rs. 36’11 

crores. Interest on deposits and borrowings 
and establishment charges account for the largest proportion of total 
expenses of banks. The rise in interest charges has been particularly 

* Preliminary. 


3yih22 

1,21,97 
73,47 
2.8 a 
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sharp after 1951 when following the changes in the Bank Rate and 
open market policy the deposit rates went up and the borrowings 
of banks increased. Establishment has constituted not only the 
largest single item of expenditure but also the only one to show 
a consistent rise during the period under rovie^^^ The increase in the 
number of bank _ offices from 2,11? (as on the 1st January 1948*) to 
2,317 (as on the 30th June 1954) however, appears to account partly 
for the rise in establishment charges. In the case of A and B class 
banks and for banks as a whole interest charges constituted a smal¬ 
ler proportion of total expenses than establishment in all the years, 
though in 1948 in the case of B class banks interest charges exceed¬ 
ed establishment. For C and D class banks interest charges exceed¬ 
ed establishment in all the years. The difference between interest 
and establishment charges is perceptibly narrotved in the case of 
foreign banks since 1951. The followdng table shows the net change 
in total expenses for each class of banks during 1948-54. 


Net increase in total cjtpcnscs i 948 - 54 t 


A class (Indian) 
A class (foreign) 
B 
C 


D 


t Figures for 1954 


arc preliminary. 


(Amounts in thousands (.>f rupees) 


6.674''’- 

3,S_s,25 


149.72 

77,O.S 

3.75 


186. The mere fact that establishment is the largest single item 
of expenditure for banks as a whole and for all classes individually 
Considerations except C and D class banks, and a consist('n1Iy ris- 
relevant to estab- ing items for all banks, is not, surprising. Banking 
lishment charges is essentially a labour intensive occupation 
in banks where the proportion of wage cost to total cost is 

bound to be higher. Moreover the existence of a time scale postulates 
a sustained rise in the w'agc bill; it would be steep in the initial 
stages of the introduction of a time scale, but will ffatlen out as a 
more balanced staff position develops. It is, however, significant that 
in all the years under review while expenses were going up gross 
earnings of banks were also going up as showm in the table below. 

(Amounts in crorcs of rupees) 


Year Establish- Progressive Total Progressiw fiross Prtipressive 

menl rise expenses rise earnings rise 


1948 . 

1949 • 

1950 . 

1951 . 

1952 . 

1953 • 

1954 p • 

Net change 194B-54 


10-14 

I 'iS 

11*32 

12-47 

2-33 

13-73 

3-59 

14-64 

4-50 

15-35 

5-21 

I 6 - 2 I 

6-07 

.. 

6-07 


23*28 


24-57 

1-29 

25-46 

2 - 18 

29-76 

6-48 

33-97 

10-69 

33-87 

10-59 

36-11 

12-83 


12-83 


. 34-26 


36 -.33 

2 -07 

34-76 

0-50 

41 51 

7-25 

43-37 

911 

42-01 

7-75 

44-37 

10-11 


10 II 


P—^Preliminary. 

* Offices of one bank are as on die ist January 1949. 
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It is significant that of the total increase in expenses of Rs. 12.83 
*crores increase in establishment has accounted for only Rs. 6.07 
crores. This includes rise on account of increase in staff and officer 
establishment also. 

187. The net profits of A (Indian), B and C class banks, as the 
table below shows declined between 1948 and 1950. Those of D class 
banks increased during the same period, whereas 
raiiocBtims **** foreign banks profits showed a rise be¬ 
tween 1948 and 1949 and a decline in 1950. The de¬ 
clining trend of net profits during these years must be attributed to 
the fall in deposits and the dislocation of business with Pakistan as 
a result of the exchange rate controversy. 

Net profits of banks (1948-54) 

(Indian business) 

(Exclusive of amounts brought forward) 


Class 

1948 

1949 

1950 

(Amounts in thousands of rupees) 

1951 1952 1953 1’ 1954 

A Indian . 

6,06,51 

5.91.81 

4.59,84 

4.88,72 

45995O1 

4,15,86 

4,40,87 

A Foreign 

• 3 jI 3 j 83 

45X3524 

3,15.76 

5.21,85 

2,96,12 

2,53557 

2,39.80 

B . 

1>I2,57 

1,05,19 

1,00,03 

1501,31 

86,08 

83,44 

84,82 

C . 

[ 59)41 

60,26 

46,80 

55»x8 

52.78 

55,64 

55579 

D . 

5.31 

5.18 

7»86 

7599 

6,27 

5,39 

4,42 


r 10,97.63 

11,75.68 

953O529 

1I5755O5 

9,40,26 

8,13,90 

8,25,70 


P—Preliminary 

From 1951 there appears to be greater divergence in the class-wise 
trends. Foreign bank profits after a sharp rise in 1951 fell off consis¬ 
tently while those of A class (Indian) banks increased in 1951 and 

1952 but declined in 1953. Parliamentary figures for 1954 show a mode¬ 
rate rise. The profits of B and C class banks showed a small rise in 
1951; in the case of B class banks the decline continued in 1952 and 

1953 but C class banks showed recovery in 1953 after some decline 
in 1952. In 1954 both classes showed small recovery. D class banks’ 
profits registered further rise in 1951 and fell off precipitiously in 
1952—54. The decline in net profits of banks from 1951 is largely 
accounted for the rise in interest charges and establishment expenses. 
Despite this the drop in net profits as between 1950 when the Sen 
award was implemented and 1954 is only of the order of Rs. 1’05 
crores. 

188. As indicated earlier, since reserves are already equal to paid- 
up capital in the case of 6 out of 7 banks in A class (Indian), alloca¬ 
tion for this item showed a decreasing percentage of 
net profit from 7-25 per cent, in 1948 to 1-78 per 
cent in 1953. Only 3 out of 8 B class banks have 
reserves equal to paid-up capital and therefore the 
percentage of allocation was relatively higher at about 18 to 20 
per cent. In C class only 4 out of 23 banks have reserves equal to paid- 
up capital; in their case the average allocation to reserves therefore 


Allocation of 
net profit* 
reserves 


* Relates to net profit and balance brought forward for the entire business. 
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works out at about 26 per cent. Of the 18 banks in D class only 2 have 
reserves equal to paid-up capital; and therefore the average alloca¬ 
tion to reseiwes is much higher being over 40 per cent. It may be 
noted that in the case of majority of B, C and D class banks pro¬ 
vision for statutory reserves under section 17 of the Banking Com- 
panies Act would be operative. Total provision for reserves during 
the period 1948—53 by each class of banks is shown below: 


(Amounts in thousands of rupees) 
Provision for reserves 

194S-53 

A (Indian). 124,04 

A (foreign). 1,40 

B. 134.ro 

^ . 93^66 

^ . 11.32 


189. Provision for taxation accounts for an average of 42-84 per 
. , cent of net profits of foreign banks for the years 

toxation” largest single item of alloca¬ 

tions for the class. The corresponding averages for 
other classes of banks are as follows: 


Class 


A (Indian) 

B 

C 


Taxation as percentage 
of net profit 

21 • 

28-19 

31 -62 

49-70 


190. Among Indian banks A and 7 B class banks have been regular¬ 
ly paying dividend during the period 1948—54. One bank in B class 
started paying dividend from 1950. Despite their 
Dividend and varying record, 14 out of 23 banks in C class 
bonus to share- have been paying dividend in recent years, 
holders while the corresponding number for D class 

is 11 out of 18. Only a few banks have maintained their dividend 
constant through the war and post-war years. 

(Amounts in thousands of rupees) 

Class Provision for dividend and bonus 

to shareholders (Average for 

1948-53) 


A (Indian) 
A (foreign) 
B 
C 


D 

45 M of L—9 


1,90,52 


34,61 

11,88 

2,25 
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191. A class (Indian) banks’ bonus pasnnents to their employees 
are as a percentage of net profit the Mghest among the different 
Bonus to empio- classes of banks. On an average it has amounted 
yees to 14 to 15 per cent in most years. In absolute 

amounts the bonus disbursements of these banks 
showed a steady rise between 1948 and 1951 but declined 
thereafter. The foreign banks are the only class of banks 
whose bonus pa3rments have showed a consistent rise in ab¬ 
solute amounts during 1948—53. Bonus paid by B and D 

class banks has shown small variations while that paid by 
C class has sharply risen from 1951. The payment of bonus A, B, C 
and D class ban^ is shown below. 


Bonus payments to employees 

__(Amounts in thousands of rupees) 


Class 

1948 

1949 

1950 

1951 

1952 

1953 

Average 

1948-53 

A (Indian) 

75>38 

83,54 

90,15 

98,17 

93.79 

83,60 

87,44 

A (foreign) 

13,66 

15,70 

20,38 

24,58 

26,12 

26,23 

21,11 

B . . . 

8,08 

7,18 

7389 

7.32 

7369 

8,76 

7.82 

C , . , 

2,01 

2,79 

2334 

3.49 

3.54 

3.30 

2,91 

D . . . 

38 

36 

40 

46 

29 

31 

37 

Total . 

99.51 

109,57 

121,16 

134.02 

131.43 

122,20 

119,65 


192. The problem of depreciation came to the force with the 
stepping up of the bank rate in November 1951. The subsequent fall 
Depreciation ™ Security values necessitated larger provision for 
depreciation. As stated earlier, banks which had inner 
reserves used them for writing off depreciation. Others allowed it to 
remain uncovered but reduced it from year to year by appropriations 
from current net profit. In the case of the latter banks the position was 
considerably eased by the concession given to banks to show the 
valuation of investments at their average market value during the 
second half of 1951 instead of at the market value as on the date of 
the balance-sheet. The provision for depreciation made by the 
different classes of banks is shown below: 

(Amounts in thousands of rupees) 


Class 

1948 

1949 

1950 

1951 

1952 

1953 

A (Indian) ’ . 

52,00 

95.49 

30,23 

1.14.95 

52.50 

21,85 

A (foreign) 

10 

59 

1.33 

4.98 

45 

•• 

B ... 

2,77 

4.10 

6,50 

22,00 

1,50 

50 

c ... 

2,50 

50 

94 

7.01 

10,07 

1.79 


4 

10 

2 

22 

2 

I 

Total 

57.41 

1,00,78 

39.02 

1,49,16 

64,54 . 

24.15 


193. In the matter of implementation of the Labour Appellate 
Tribxmal decision, argument has centred around the fact that net 
profits of banks have been declining. It is argued that if this trend 
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were to continue as a result of further additional burden, it would 
seriously anected their ability to provide for reserves and Tnaintain 
dividend. I recognise the force of this argument but as I have 
pointed out at the beginning of this chapter net profits are largely 
determined by the considerations of dividend policy of banks. Net 
pronts, therefore, have to be considered, as I have done, along with 
provision for inner reserves made by banks. Although most banks 
made^ no such provision, in the case of some it was substantial. Even 
if it is granted that net profits have been declining, none of the 
important banks excepting one has been required to cut down its 
dividend. Since most of the bankers who were examined by me 
a^eed that earning would not fall below the level of 1954, I do not 
visualise the trend to deepen. In this assumption I am fortified by the 
fact that the 18 larger scheduled banks to whose profits a reference 
was made earlier, have been able to show a rise in net profits of the 
order of Rs. 40 lakhs in 1954 in contrast to a fall of Rs. 30 lakhs in 
1953. The net profits* of these banks from 1950 show no serious 
variation: 


1950 .... 

. Rs. 4'9crorcs 

1951 .... 

. Rs. 5-4 „ 

1952 .... 

. Rs. 5-2 „ 

1953 .... 

• Rs. 4-9 » 

1954 .... 

• Rs. 5-3 „ 

194. Detailed particulars of their establishment expenses have been 


supplied by banks under questions 17, 18 and 19 of the questionnaire. 
Bstablishment ex- The information supplied under question 17A(ii) 

^^suWdinate/ gives particulars of the actual establishment ex¬ 
penses of banks in respect of their clerical and subordinate staff in 
the two years preceding that in which the Sen award was enforced, 
the cost under the Sen award as enforced, the estimates of the ex¬ 
penditure that these banks would have had to incur in 1953 had 
they paid their workmen according to the Sastry award and the 
estimates for similar expenses in 1954 as per Sastry Award, the Labour 
Appellate Tribunal decision and Government modified decision. It 
may be noted here that banks which had not implemented the Sen 
award or had implemented it only partially have shown the actual 
establishment charges borne by them during the years 1951—53 and 
estimates for 1954, as per the directions given in the questionnaire. 
Banks have also submitted under question 17A(iii) their estimates 
for the years 1955 to 1957 under the Labour Appellate Tribunal 
decision and Government modified decision on the basis of their staff 
position (clerks and subordinates) as on the 30th June 1954. Similar 
information in respect of banks’ contribution to provident fund for 
the years 1948 to 1957 and the amount of expenses incurred or ex¬ 
pected to be incurred in each of the years 1951 to 1957 on account of 
gratuity (including peasion funds) has been supplied under ques¬ 
tions 18 and 19 respectively. Some of the banks have also given the 
required information regarding gratuity even for the ft'^l^er ,y£^s.f 
This has, however, been ignored in the following study'fbf sack# 
of uniformity. The material that is available with the Cpmmission 

-————-- y, . 

* c.f. The Trend and Progress of Banking in India for the years 195^^54- 
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is thus detailed as well as comprehensive. However, before proceed¬ 
ing with the analysis thereof it will be of interest to make a survey 
of the salary scales that were in force before the Sen Tribunal gave 
its award. 

195. Upto the end of the second world war there was no rational 
basis for the pay scales of bank employees. Each bank followed its 
Pre-Sen scales o^n wage policy with the result that there was a 

;! erks bewildering variety of scales of pay and allowances 

in the banking industry. Since 1946, however, 
the pay and allowances of bank employees formed a sub¬ 
ject of adjudication in certain States, particularly in Bombay 
and Bengal. These regional awards primarily affected the 
pay scales prevalent in A class banks as some of these, 
being parties to the dispute, were obliged to give effect to 
the recommendations of the regional adjudicators while some 
others voluntarily revised their pay scales to bring them in 
line with such recommendations. In general, however, these re¬ 
gional awards exerted only limited influence and banks directly 
connected with such awards continued to pay their staff at places 
other than those covered by these awards as per their own scales. 
Such conditions naturally resulted in the existence of numerous 
scales of pay and allowances within the same institution. 

196. From a study of the pre-Sen scales of some of the A class 
Indian and foreign banks it appears that except at places where a 
particular regional award fixed a higher remuneration, the salary 
offered by these institutions to a clerk at the commencement of his 
service was generally around Rs. 55—60 per month. In certain 
cases, however, the starting salary was lower at Rs. 45 only. Al¬ 
most all of these banks had more than one scale in force and the 
maximum in the highest scale in such cases « generally fluctuated 
between Rs. 250 and Rs. 275 except in the case of one Indian bank, 
where Rs. 125/- was the maximum amount that a clerk could except 
to get. Two of the foreign banks were more liberal in this regard 
than the other units in this class. In their cases the maximum was 
in the region of Rs. 500. The pre-Sen salary scales pertaining to 
clerks as prevalent in this class of banks thus did not show much 
variation as between the indivdual units. In other classes of banks, 
however, the variations in this regard were much wider and as 
some of these banks apart from maintaining the usual distinction 
between graduates and under-graduates, had separate scales of pay 
for bill collectors, godown keepers etc., the difference became more 
apparent. The minimum salary that B class banks offered to a per¬ 
son intending to join their service as a clerk varied between Rs. 35 
and Rs. 55 depending upon the situation of the office where such 
a person was seeking employment, while the maximum that he 
could hope to get in the highest scale pertaining to the clerical cadre 
was something between Rs. 150 and Rs. 275. Similarly the lowest 
salary for clerks in C class banks differed from bank to bank, one 
institution having as low a starting salary as Rs. 20. Such salaries 
offered by others ranged between Rs. 25 and Rs. 55. The maximum 
limit in the highest scale in these banks varied between Rs. 80 and 
Rs. 260. The position regarding the salary scales prevalent in D 
class banks was more or less the same as in the case of C class 
banks, with the difference that the upper limit of the highest scale 
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in force in this class of banks did not exceed Rs. 120 and was not 
lower than Rs. 60. 

197. The pre-Sen scales of pay of the subordinate staff reveal 

a lesser degree of variation as between A, B and C classes of banks and 
Subordinates individual units included in these classes. 

Thus, in the case of A class banks (both Indian 
and foreign) a subordinate employee generally received a basic 
salary of about Rs. 15 or Rs. 20 at the start of his career. The maxi¬ 
mum in the highest scale v.^as also generally fixed at Rs. 05. In 
a few isolated cases, however, the starting salary in the lowest 
grade and the maximum in the highest grade were different from 
the scales generally obtaining in this class of banks. The scales 
prevalent in some of the banks included in B class were either 
indentical with or differed only to a small extent from those in force 
in some of the bigger Indian banks in A class. The subordinate 
staff in C class banks, however, received remuneration at a lower 
rate although the maximum in the highest grade varied between 
Rs. 50 and Rs. 60 as against Rs. 55 and Rs. 65 in the case of B class 
banks. The pay scales of this category of staff employed by some 
of the D class banks were much lower than those paid by the other 
classes of banks. In certain cases the lowest paid member of the 
subordinate staff received only Rs. 5 as salary, while the upper 
limit in the best scale in force in some of the institutions did not 
exceed Rs. 35. It was only in one case amongst the banks in this 
class, whose pay scales have been studied, that the salary paid to 
the subordinate staff was comparable with that paid in other insti¬ 
tutions in the higher classes. 

Effects on establishment of clerical and subordinate staff as a result 

of the awards. 

198. I now proceed to assess the effect of the various awards on 
the total establishment expenses incurred by banks in respect of their 
Consolidated po- clerical and subordinate staff. The study is based on 
sition of all braks the per head expenses incurred by banks under 

dispute in respect of the above categories of em¬ 
ployees as the number of such staff has fluctuated from year to 
year. In order to bring out the effect of each of the awards on 
establishment charges, the Commission has compared the per head 
expenses on account of these employees in 1953 under the Sen as 
well as the Sastry awards with such expenses in 1952. Similarly, 
the per head establishment cost as per the Sen award in 1954 has 
been taken as the base for the purpose of comparison of the relative 
figures under the other awards for the years 1954 to 1957. The per 
head expenses in 1951 and 1952 have been compared with such 
costs in 1950 and 1951 respectively. I have also indicated at appro¬ 
priate places the increase in the establishment charges of these 
banks under the Labour Appellate Tribunal decision relatively to 
the expenses under Government Modification. 

199. A word of caution is, however, necessary. The study of the 
impact of the various awards is based on the figures supplied by 
banks. Owing to the large number of staff in respect of whom 
statistics of salaries and allowances under the various awards were 
called for, it was possible for the Commission to satisfy itself about 
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the accuracy of such statistics by sample checking only. Conse¬ 
quently, if in certain cases the trends observed are prvma facie in¬ 
explicable it is possibly due to errors in compilation of the necessary 
information by banks themselves. 

200. The per head establishment charges for the above class of 
employees (for the years 1950 to 1957) under each component of the 
establishment expenses, calculated on the basis of the consolidated 
figures for all classes of banks and for each class of banks separately, 
are shown in statement No. 16 appended to the report. 

201. Before proceeding to comment upon these statments, it is 
necessaiy to recapitulate briefly the history of the Sen award after 
its publication. The award was published in August 1950 and the 
directions contained therein were required to be implemented by 
the various classes of banks within certain stipulated periods. 
Banks included in C class for the purpose of the award were given 
the longest time and were asked to give effect to the Tribunal's 
directions by February 1951. The first impact of this award on the 
establishment charges of banks under consideration is, therefore, 
visible in a more marked rise in per head establishment expenses of 
these banks in 1951 as compared to the rise in such expenses in 
1952. The percentage rise in such expenses under the Sen award 
in 1953 is again lower compared to that in 1952 on account of the 
gradual absorption of the initial impact of the award. The rise in 
such expenses under the Sen award in 1954 over that incurred in 
1953 under the same award perhaps represents the normal increases 
in the establishment charges as per this award. 

202. The award of the Sastry Tribunal reduced the total I’emune- 
ration of employees and accordingly the estimated establishment 
expenses of banks under this award in 1953 and 1954 are lower than 
those incurred under the Sen award in 1952 and 1954. As compared 
to the per head expenses of banks in 1952, the expenses under the 
Sastry award for 1953 are lower by 0*34 per cent., the decrease in 
such expenses for 1954 as compared to those incurred under the 
Sen award for the same year is 1-94 per cent. The per head cost 

j Labour Appellate Tribunal decision and Government 

Modification for 1954, however, is more by 10-52 per cent, and 3-78 
per cent, respectively as compared to the Sen 1954 expenses. In 
the subsequent years the per head cost under both these decisions 
• relatively to similar expenses under the Sen award 

in 1954 to the extent shown in the following table: 





1955 

1956 

1957 




Percent 

Percent 

Percent 

Labour Appellate Tribunal decision . 

• 

• 

14-79 

18*83 

23 10 

Government Modification 


. 

6*53 

9-23 

11*98 


A comparative study of the estimated per head costs for the years 
1954 and 1957 as per the decision of the Labour Appellate Tribunal 
and Government Modification reveals the following position. 
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Cousoliddted positiou of dll banks 




1954 



1957 



Labour Govt. 

Appellate Modifica- 
decision tion 

Tribunal 

Percentage 
rise or fall 
of L.A.T. 
over G.M. 

Labour Govt. 

Appellate Modifica- 
decision tion 

Percentage 
rise or fall 
of L.A.T. 
over G.M. 

Basic pay 

Dearness allowance 
Other allowances . 
Provident fund 
Gratuity 

Rs. 

I.I 54 

607 

lOI 

97 

90 

Rs. 

L133 

429 

177 

94 

89 

+1-85 

+41-29 

-42-94 

+319 
-f I 12 

Rs. 

1.317 

650 

102 

III 

lOI 

Rs. 

1.296 

468 

103 

108 

101 

f I • 62 
-i- 38*89 
— 0*97 

4 2 * 7 i 4 

Total 

2,408 

1.923 

-fb-so 

2,281 

2,075 

+ 9-93 


Owing to rounding off details may not add up to totals. 


Overall class* 
wise position 


203. An examination of the effect of the awards on the total 
establishment expenses of each class of banks reveals that while the 
increase in 1951 as compared to 1950 in the per head 
expenses of banks in B class and C class 
was of the order of 25*82 per cent and 12*32 
per cent, respectively, the corresponding rise in such expenses of A 
class (Indian) banks, A class (foreign) banks and those included in 
D class was 10*75 per cent., 5*46 per cent, and 5*65 per cent, respec¬ 
tively. The reason for the disparity in the rise in the per head cost 
as between the first group and A class banks lies in the fact that the 
pre-Sen scales of pay and allowances of the majority of B class and C 
class banks were lower than those prevalent in A class banks. Conse¬ 
quently, the first impact of the Sen award resulted in a steeper rise 
in the establishment costs of B class and C class banks than in the 
case of A class banks. It will, however, be observed that the diffe¬ 
rence between the percentage rise in the per head cost of workmen 
of A class (Indian) and C class banks is not much. This is mainly 
due to the fact that expenses incurred in 1950 by A class (Indian) 
banks on account of pension fund have not been taken into account 
for the purpose of this study. If such expenses were included in 
the aggregate establishnient cost of these banks for 1950, the per¬ 
centage rise in the per head expenses in 1951 would work out appro¬ 
ximately to 4-77 per cent. only. Similary, the increase in 1951 in 
the case of foreign banks would be about 3-52 per cent. 


204. About fifteen out of the eighteen D class banks under consi¬ 
deration by the Commission, did not implement the Sen award. 
The impact of this award was, therefore, felt to a much lesser ex¬ 
tent by these banks than those in A and B classes. It was also 
because of the non-implementation or partial implementation of the 
Sen award by about 48 per cent, of C class banks that the increase 
in the establishment cost of this class of banks in 1951 was almost 
half of that in the case of B class banks. 


205. The effect of the non-implementation or partial implementa¬ 
tion of the Sen award by some of the above classes of baii^ is also 
reflected in an increase (instead of a decrease) in their per head 
expenses for 1953 under the Sastry award compared to such ex¬ 
penses in 1952; the percentage rise in the case of B, C and Declass 
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banks being 5.27 per cent, 5.95 per cent and 22.96 per cent res¬ 
pectively. A similar comparison of costs in respect of A class 
(India) and A class (foreign) banks reveals that the per head 
establishment expenses of such banks are lower under the Sastry 
award by 1.17 per cent and 3.97 per cent respectively. As compared 
to the cost under the Sen award in 1954, the Sastry expenses for 
the same year are lower by 2.78 per cent and 5.39 per cent res¬ 
pectively for A class Indian and foreign banks. As regards the 
other categories of banks, the increase in their per head cost in 1954 
under the Sastry award is less pronounced than that in the earlier 
year. 

206. The effect of the Labour Appellate Tribunal decision on the 
per head expenses of all classes of banks in 1954 is, however, uniform 
inasmuch as cost under the decision is more in the case of each class 
of banks as compared to their corresponding expenses under the Sen 
award in 1954. The rise on this account is more pronounced in the 
case of B class (19-96 per cent) and C class (26-15 per cent) banks 
than A class (Indian) (9-38 per cent) and D class (15-29 per cent) 
banks. The increase in the per head expenses of foreign banks is only 
3-01 per cent. 

207. In keeping with the general expectation, the per head cost 
of each class of banks in 1954 imder Government modified decision 
is lower than similar expenses imder the Labour Appellate Tribunal 
decision. Consequently, the increase in the per head cost for banks 
under Government Modification, relatively to the cost under the Sen 
award in 1954, is less than that under the Labour Appellate Tribunal 
decision. In fact in the case of foreign banks, the per head cost in 
1954 as per Government Modification is even less than the correspond¬ 
ing expenses under the Sen award. The difference in the costs under 
the Labour Appellate Tribunal decision and Government Modification 
is not much in the case of D class banks but comparatively larger in 
the case of the other classes of banks. The per head cost under Gov¬ 
ernment Modification of A class (Indian) banks in 1954 shows an in¬ 
crease of 3-30 per cent over the corresponding expenses under the 
Sen award, the relative figures for B, C and D class banks being 9-71 
per cent, 8-77 per cent and 13 -62 per cent respectively. The position 
regarding such costs in the years 1955 to 1957 does not require any 
comment except to the extent that, as is natural, the per head cost 
of every class of banks will increase from year to year and conse¬ 
quently the proportion of such expenses to the per head expenses 
under the Sen award will also increase. The position in this regard 
in 1957 will be as follows: 


Percentage rise in per head expenses —1957 
(Base : Sen—1954) 



208. I shall now deal with the impact of the awards referred to 
above on each compon^t of the establishment charges of various 
classes of banks. For this purpose I have generally confined the study 
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to the year 1954 as in this year there are only nominal variations in the 
number of workmen in respect of whom the necessary information 
has been supplied under each of the awards. 

A class (Indian) hanks 

209. The salary scales laid down by the Sen Tribimal were in all 
cases higher than those given by the later tribunals. As a result 
the per head expenses on account of bask; pay of 
‘ banks in A class (all of which had implemented the 

Sen award) is lower under the subsequent Tribunals. The extent 
of the relief in the per head expenses in 1954 works out to 4; 67 
per cent, 0-42 per cent and 2-63 per cent respectively under the 
Sastry award, the Labour Appellate Tribunal decision and Govern¬ 
ment Modification. The expected rise under this head in the years 
1955 to 1957 is also not of a high order. The increase in the per head 
basic pay in 1957 under the Labour Appellate Tribunal decision oyer 
that imder the Sen award in 1954 is 13’34 per cent., the corresponding 
rise under Government Modification being 11T3 per cent. 


210. Under dearness allowance the per head expense in 1954 as per 
the Sastry award is slightly lower (by 0-70 per cent) than the corres- 
_ ponding expenses under the Sen award for the 

harness Allow- year. The difference between the cost on this 

account under the Sen award and Government 
Modification is also not much, the rise under the latter being 1-39 
per cent. only. The effect of the Labour Appellate Tribunal deci¬ 
sion, however, is much more. For 1954, the per head eiqiensc under 
this decision is higher by 40-37 per cent, than that incurred under 
the Sen award. In the subsequent years (1955-57) this cost is ex¬ 
pected to increase progressively and in 1957 the cost under the 
Labour Appellate Tribunal decision is expected to be higher by 
about 50-58 per cent, than the corresponding expense as per Sen 
award in 1954. The relative rise under Government Modification 
works out to 10-67 per cent. only. 


211. The per head other allowances payable by this class of banks 
as per the Sastry award and Labour Appellate Tribunal decision 
are almost the same for the year 1954 and are 
Other allowances gjightly lower than that paid under the Sen award, 
the decrease being 2-17 per cent, and 3-26 per cent respectively. 
The expense on this account under Government Modification is, 
however higher due to the inclusion of the amount of Temporary 
adjustment allowance payable to employees who are expected to 
receive a lower remuneration under Government Modification as 
per the scheme laid down in the Government Order. In 1954, the per 
head cost under Government Modification represents a rise of about 
83-70 per cent, over the expense for the same year under the Sen 
award. This ratio has come down rather steeply in course ot the 
next years. In 1957 the aggregate expense under Government Modi¬ 
fication is lower by about 5-43 per cent, than the relative expense 
in 1954 under the Sen award. 


212. In respect of provident fund, the per head expense imder the 
Sastry award in 1954 shows a rise of 8-14 per cent, over the corres¬ 
ponding cost under the Sen award, while the re- 
Provident fund increase under the Laibour Appellate Tri¬ 

bunal decision and Government Modification works out to 
12-79 per cent and 10.47 per cent respectively. The reason for the 
rise in the per head cost on account of provident fund under the 
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later awards, in spite of the basic pay thereunder being lower than 
that prescribed by the Sen Tribunal is to be found in the difference 
between the directions given by the Sen and Sastry Tribunals regard¬ 
ing the rate of contribution by employees (and consequently em¬ 
ployers) to provident fimd. Although both the Tribunals directed 
banks to revise their existing provident fund rules on the lines of the 
Model Rules prepared by Government, the Sen Tribunal left the 
choice of the rate of contribution to employees whereas the Sastry 
Tribunal definitely indicated that such contribution by employees of 
A and B class banks should not be less than 8-1/3 per cent of the 
monthly pay "of the employees concerned. It is likely that this direc¬ 
tion of the Sastry Tribunal, which has not been modified either by 
the Labour Appellate Tribunal or Government, has resulted in an 
increase in the estimated expenses of some banks and has thus caused 
a rise in the aggregate per head expense of banks in this class [as 
well as those included in A class (foreign) and B class] relatively to 
the cost under the Sen award. In the subsequent years the propor¬ 
tionate rise in the per head cost under the Labour Appellate Tribunal 
decision is higher than that under Government Modification, thereby 
refiecting the effect of the modification by Government of the Labour 
Appellate Tribunal decision to retain the three-fold classification of 
areas as adopted by the previous tribunals. 

213. As regards gratuity, while the per head expense in 1954 as 

per the Sastry award is the same as that incurred under the Sen 
_ . award, the estimated costs under the Labour Appel- 

^ late Tribunal decision and Government Modification 

work out to figures which are higher by about 1 • 64 per cent and 0 • 82 
per cent respectively than the corresponding expense under the Sen 
award. By 1957, the cost on this account under both the Labour 
Appellate Tribunal decision and Government Modification is expect¬ 
ed to show a rise of about 9-02 per cent relatively to the expense in 
1954 as per the Sen award. 

214. A comparative position of the per head establishment charges 
of these banks for the years 1954 and 1957, calculated on the basis 

of the decision of the Labour Appellate Tribunal 

Comparative po- Government Modification is shown in the fol- 
sitionataghmce 




1954 



1957 



Labour 

Appellate 

Tribunal 

decision 

Govt. 

Modifica¬ 

tion 

Percentage 
rise or fall 
ofL.A.T. 
over G.M. 

Labour 

Appellate 

Tribunal 

decision 

Govt. 

Modifica¬ 

tion 

Percentage 
rise or fall 
ofL.A.T. 
over G.M. 

Basic pay 

Rs. 

1,172 

Rs, 

1,146 

+ 2*27 

Rs. 

L 334 

649 

Rs. 

1,308 

-M -99 

Dearness allowance 

605 

437 

+ 38*44 

477 

-f36-o6 

Other allowances . 

89 

169 

— 47*34 

90 

87 

+ 3-45 

Provident fund 

97 

95 

+ 2*11 

III 

108 

+2 ■78' 

Gratuity 

124 

123 

+0'8i 

133 

133 

Total 

2,087 

- 1 - 5-89 

2,317 

2,113 

- 1 - 9-65 


* The components do not add up to total expenses due to rounding off. 
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A class (foreign) hanks 

215. The decrease in the per head expense in 1954 in respect of 
basic pay as between the Sen and the other awards is more marked 
„_y ™ the case of these banks tham such decrease in 

expenses of A class (Indian) banks. Thus, in 1954 
the per head cost of the forei^ banks under the Sastry award, 
the decision of the Labour Appellate Tribunal and Government Modi¬ 
fication is lower by 13-84 per cent, 12 -68 per cent and 13 -12 per cent 
respectively as compared to the cost for the same year under the 
Sen award. In the future years (1955—57) also the per head expense 
of these banks under the Labour Appellate Tribunal decision and 
Government Modification is expected to be lower than that incurred 
by them in 1954 under the Sen award. In 1957, the per head expense 
under this head, calculated as per the Labour Appellate Tribunal and 
Government modified decisions, is expected to be lower by 2-98 per 
cent and 3-20 per cent respectively than that under the Sen award 
in 1954. 


216. The per head cost of these banks in respect of dearness allow¬ 

ance is, however, much higher than that of their Indian counter- 
Dearness allow- 1954, the increase in the per head cost on 

ance account of the above allowance under the Sastry 

award, the Labour Appellate Tribunal decision and 
Government Modification, relatively to the cost under the Sen award 
for the same year, works out to 21-85 per cent., 67-86 per cent, and 
22‘90 per cent respectively. By 1957, such cost under the Labour 
Appellate Tribunal decision and Government Modification is ex¬ 
pected to be higher by 81-30 per cent, and 34-24 per cent, respective¬ 
ly over the Sen expenses in 1954. The difference in the effect on 
Indian and foreign banks in class is accounted for partly by the 
location of their offices and partly by the option exercised by the 
employees in many foreign banks for the banks’ scales which pro¬ 
vided for higher dearness allowance. ^ 

217. As regards other allowances, the effect of the various awards 
on this item is similar to that noticed in the case of A class (Indian) 

banks. Excepting under Government modified 
Other allowances decision, the per head expense of foreign banks 
under the other awards is lower than that under the 
Sen award. The cost in 1954 under Government Modification is 
higher by 66-67 per cent, than the relative cost under the Sen award. 
In 1957, however, the expense under Government Modification is 
lower by 2-30 per cent, as comnared to the cost under the Sen award 
in 1954. 


218. In the case of these banks the per head expense in 1954 in 
respect of provident fund reveals small increase under the various 


Provident fund 


awards. Thus while the expense on this account 
under the Sastry award is higher by 6‘ 21 per cent. 


than that under the Sen award in 1954, the relative increase 


under the Labour Appellate Tribunal decision and Government 
Modification represents a rise of 7-59 per cent, and 6-90 per cent, res¬ 
pectively. Such costs for the years 1955 to 1957 calculated as per the 
above decisions do not sdso reveal any wide variation. In 1957 the ratio 
of the amount of increase under these decisions to the cost in 1954 
under the Sen award works out to 15-86 per cent and 15.17 per cent 
respectively. 
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219. In regard to gratuity, the estimated per head expense for 1954 

under the Sastry award is lower by 3-39 per cent than the relative 
Gr t itv under the Sen award. The expense as per 

“ “ ^ the Labour Appellate Tribunal decision as well as Go¬ 

vernment Modification is also less than the cost under the Sen award 
by about 2*45 per cent in each of the cases. In subsequent years, 
however, the expense on this account is expected tc rise and by 1957 
the per head expense under each of the above decisions (relatively to 
the expense in 1954 under the Sen award) works out to 36-44 per cent. 

220. The following table shows the increase in the per head estab¬ 
lishment charges of foreign banks as between the Labour Appellate 
Comparative po- Tribunal decision and Government Modification in 
sidonata glance 1954 and 1957. 


1954 



1957 


Labour Govt. 

Percentage 

Labour 

Govt. 

Percentage 

Appellate Modifica- 

rise or fall 

Appellate 

Modifica¬ 

rise or fall 

Tribunal tion 

ofL.A.T. 

Tribunal 

tion 

of L.A.T. 

decision 

over G.M. 

decision 


over G.Al. 



Rs. 

Rs. 


Rs. 

Rs. 


Basic pay 

1,584 

1,576 

4-0*51 

1,760 

1,756 

+0-23 

Dearness allowance 

799 

5«5 

+36-58 

863 

639 

+ 35-05 

Other allowances 

154 

290 

- 46 •90 

153 

170 

—10*00 

Provident fund 

156 

155 

4-0*65 

168 

167 

4“0*6o 

Gratuity 

135 

II5 

•• 

161 

161 


Total . 

2,808 

2,721 

4-3*20 

35I05 

2,893 

+ 7-33 


B class banks 

221. In the case of B class banks also the per head basic pay of em¬ 
ployees works out to lower figures under the various awards as ewn- 

pared to the corresponding figure under the Sen 
Basic pay award. The percentage decrease in the per head ex¬ 

pense on account of basic pay in the case of Sastry award. Labour 
Appellate Tribunal decision and Government Modification works out 
to 4-42 per cent, 0-20 per cent and 1-51 per cent respectively. A 
study of the expenses in this regard under the latter two decisions 
in the year 1957 reveals that while the per head cost under the Labour 
Appellate Tribunal decision is more by 18-37 per cent than the corres¬ 
ponding figure under the Sen award in 1954 there is an increase of 
16-97 per cent in such cost under Government Modification. 

222. The position regarding dearness allowance is also similar to 
that obtaining in the case of A class banks, the increase in 
Deaniess allow- the per head cost in 1954 on this account under 

the Labour Appellate Tribunal decision over 
that under the Sen award being 58'40 per cent as against the corres¬ 
ponding increase of 5* 13 per cent, and 7’41 per cent, imder the Sastry 
award and Government Modification. In 1957 such cost as per the 
Labour Appellate Tribunal decision reveals an increase of 70-94 per 
cent over the Sen 1954 figure. The increase under Government Modi¬ 
fication is 19-94 per cent. only. 







223. Unlike in the case of A class banks, the per head other allow¬ 
ances of the banks in B class reveal a steep rise under the 
Other aUowances various awards. Thus, the per head expense under 

other allowances of such banks in 1954 as per 
the Sast^ award is more by 125 • 49 per cent than the cost in the same 
year under the Sen award. The corresponding increase under the 
Labour Appellate Tribunal decision and Government Modification is 
129*41 per cent and 122*57 per cent respectively. The steep rise in 
the per head expense on this account is mainly' due to the fact that 
while the Sen Tribunal awarded house rent allowance to workmen of 
A class^ banks only and that too to the few working in certain speci¬ 
fied cities, the Sastry Tribunal extended such benefits to the whole 
time employees of all classes of banks working in offices situated in 
Bombay, Calcutta and in other places with a population of seven 
lakhs and over. The Labour Appellate Tribunal as well as Govern¬ 
ment have not modified the decision of the Sastry Tribunal in this 
regard. The reason for the comparatively higher increase under 
Government Modification has been explained earlier as due to the 
grant of temporary adjustment allowance under this decision. The 
gradual reduction thereof is reflected in the decrease in such expenses 
in the subsequent years. In 1957, the per head cost under the Gov¬ 
ernment Modification is higher by 150-98 per cent than the relative 
cost under the Sen award in 1954. The cost under the Labour Appel¬ 
late Tribunal decision, however, has increased progressively and in 
1957 the per head expense under this decision is the same as that 
under Government Modification. 

224. As in the case of other allowances the expenses on account 
of provident fund also show a comparatively steeper rise under 

the various awards than that observed in the case 
Provident Fund of A class banks. For example, while the rise in the 
per head expense under this head in 1954 on account 
of the Sastry award in the case of A class (Indian) banks is 8-14 per 
cent only, the corresponding increase in the case of B class banks is 
33-90 per cent. The per head cost of these banks in the abov ..- year 
under the Labour Appellate Tribunal decision, relatively to the cost 
under the Sen award, is higher by 40-68 per cent; the corresponding 
figure under Government Modification is .32-20 per cent. In 1957, the 
per head cost under the Labour Appellate Tribunal decision and Gov¬ 
ernment Modification reveals an increase of 67-80 per cent and 57-63 
per cent respectively over the corresponding Sen 1954 figure. 

225. The estimated per head cost in 1954 on account of gratuity 
is the same under the various awards for this class of banks. In 1955 

, and 1956, however, the per head expense as 

Gratuity decision of the Labour Appellate Tribunal 

and Government Modification is lower in both the cases by 40 per 
cent compared to the corresponding expense under the Sen award in 
1954. In 1957 such expense is expected to increase by Rs. 0-09 lakh and 
consequently the per head cost on this account will be lower by only 
20 per cent, than the cost in 1954 as per the Sen award. 

226. The table on page 120 shows the position in 1954 and 1957 in 
respect of the per head establishment charges of this class of banks 
Ckimparative po- under the Labour Appellate Tribunal decision rela- 
sitlon at a glance tively to the cost under Government Modification. 
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1954 



1957 


Labour 

Govt. 

Percentage 

Labour 

Govt. 

Percentage 

Appellate 

Modifica¬ 

rise or fdl 

Appellate 

Modi¬ 

rise or fall 

Tribunal 

tion 

ofL.A.T. 

Tribunal 

fication 

ofL.A.T. 

decision 


over G.M. 

decision 


over G.M. 


Basic pay 

Rs. 

994 

Rs. 

981 

-f 1-33 

Rs. 

1.179 

Rs. 

1,165 

4-1-20 

Dearness allowance 

556 

377 

-I- 47-48 

600 

421 

4-42-52 

Other allowances . 

117 

164 

—28-66 

128 

128 


Provident fund 

83 

78 

■4-6-41 

99 

93 

” 1 - 6*45 

Gratuity 

5 

5 

4 

4 


Total 

1.755 

1,605 

4 - 9-35 

2,010 

1,810* 

4-11-05 


* The components do not add up to the total expenses due to rounding off. 

C class banks 

227. In the case of banks dealt with so far the per head basic pay 
of employees as estimated under the various awards has always been 

j found lower than the corresponding figure under 

* * ^ the Sen award. In the case of C class banks, however, 

the per head basic pay under each of the awards works out to a higher 
figure, the relative amount under the Sastry award, the Labour 
Appellate Tribunal decision and Government Modification being 
higher than the corresponding figure under the Sen award by 0‘39 
per cent, 5-17 per cent and 2-84 per cent respectively. The estimated 
expenses on this account for the year 1955 to 1957 under the Labour 
Appellate Tribunal decision as weU as Government Modification are 
naturally more than the relative- expense in 1954 and in 1957 the per 
head expense under the above decisions shows a rise of 22-35 per 
cent and 19'25 per cent respectively over such expense in 1954 as 
per Sen award. The reason for the per head basic pay of employees 
of this class of banks being higher under the various awards relatively 
to that under the Sen award lies in the fact that about 48 per cent 
of the total number of banks grouped under this class had either 
implemented the Sen award only partially or had not implemented 
it at all. 

228. As in the case of basic pay, the estimated expenses in 1954 
in respect of dearness allowance under the Sastry award and the 

Labour Appellate Tribunal decision as also Govem- 
marness allow- ment Modification are more than the amount actual¬ 
ly disbursed in that year. The per head expense in 
1954 under the Sastry award on account of the above allowance is 
9'02 per cent more than the corresponding expense under the Sen 
award. The per head cost under the Labour Appellate Tribunal 
decision and Government Modification also represents a rise of 89’ 10 
per cent and 8‘65 per cent respectively over the relative Sen 1954 
expenses. In 1957 the increase in the per head cost under these 
decisions (relatively to the cost under the Sen award in 1954) is 
expected to be of the order of 95-11 per cent and 14-29 per cent 
respectively. 

229. The expenses of this class of banks on account of other 
allowances also show marked increases under the various awards. 

Thus, in 1954 the per head expense under this item 
Other allowances calculated as per the Sastry award is 21-31 per cent 
higher than the corresponding expense under the 
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Sen award. For the same year the expense under the Labour Ap¬ 
pellate Tribxmal decision and Government Modification shows a rise 
of 36" 07 per cent and 91'80 per cent respectively when compared to 
the cost rmder the Sen award. The expense under Government 
Modification is, however, expected to come down gradually in the 
subsequent years. In 1957, the rise in the per head expense under 
the Labour Appellate Tribunal decision as well as Government 
Modification, over the Sen 1954 expenses, works out to 27-87 per cent 
and 31 • 15 per cent respectively. 

230. The estimated per head expense in 1954 of these banks in 
respect of provident fund does not require any special comment 

as the rise or fall in the costs as between the Sen 
Provident Fond and the other awards is only by 2’08 per cent. The 

per head expense on this account is, however, 
expected to increase in the subsequent years and by 1957 such ex¬ 
pense as per the Labour Appellate Tribunal decision and Govern¬ 
ment Modification is estimated to be higher than the corresponding 
cost in 1954 under the Sen award by 25-00 per cent and 20-83 per cent 
respectively. 

231. The per head expense in 1954 on account of gratuity, as esti¬ 

mated under the various awards, shows an increase of about 50 per 
Gratuity cent over the relative expense under the Sen award. 

The position is, however, reversed in 1955 as in this year the cost 
on this account as per the Labour Appellate Tribunal decision and 
Government Modification is lower by 50 per cent than the disburse¬ 
ments under the Sen award in 1954. 


232 The variation in the per head establishment ch&rges of this 
class of banks in the years 1954 and 1957 on account of Labour Appel- 
Comparative po- late Tribunal decision as compared to the cost under 
sition at a glance Government Modification will be as lollows. 




1954 



1957 


Labour 

Appellate 

Tribunal 

decision 

Govt. 

Modifica¬ 

tion 

Percentage 
rise or fall 
ofL.A.T. 
over G.M. 

Labour 

Appellate 

Tribunal 

decision 

Govt. Percentage 
Modifica- rise or pdl 
lion of L.A. r. 

over G.M. 

Basic pay 

Dearness allowance 
Other allowances 
Provident fund 
Gratuity 

Rs. 

814 

503 

83 

49 

3 

Rs. 

796 

289 

117 

47 

3 

4-2-26 
4 - 74-05 
—29■06 
4-4-26 

Rs. 

947 

519 

78 

60 

Rs. 

92*^ 42*60 

304 470*72 

80 --2*50 

58 4 - 3*45 

Total 

1452 

1.252 

4-15-97 

1,604 

I7364* 417*60 


• The components do not add up to total expenses due to rounding off. 


D class banks 

SSiS.™d Government ModifleaUon n, pnmanly due to 
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the exclusion of certain areas under the latter decision. The difference 
in such costs under the Sastry award and Labour Appellate Tribunal 
decision is perhaps due to the modifications made by the Labour 
Appellate Tribunal in the rules for fitting the existing staff 
in the new scales as laid down by the Sastry Tribunal. 

234. These differences as between the various awards are reflected 
in the variations in the per head expenses of D class banks on 

account of basic pay and dearness allowance calcu- 
Basic pay lated in the light of the directions contained in these 

awards. Thus, while the per head basic pay of em¬ 
ployees for 1954 calculated as per the Sastry award reveals a rise 
of 23-03 per cent over the corresponding expense under the Sen 
award, the relative increase under the Labour Appellate Tribunal 
decision and Government Modification works out to 23-80 per cent 
and 20 - 54 per cent respectively. Similarly, in the period 1955 to 1957 
the per head expense on account of basic pay under the Labour 
Appellate Tribunal decision is higher than that under Government 
Modification. The increase in the per head basic pay in 1957 under 
the Labour Appellate Tribunal decision over that under the Sen 
award in 1954 is 44-15 per cent, the corresponding rise under 
Government Modification being 39-92 per cent. 

235. As regards dearness allowance, there is practically no 
difference in the per head expense in 1954 under the Sastry award. 
Deareess allow- Labour Appellate Tribunal decision and Government 
ance, other al- Modification. As compared to the cost for 1954 
lowance and pro- under the Sen award, the per head expense under 
videntfimd the first two awards reveals a rise of about 1-25 per 
cent only, while the rise under Government Modification is 0-83 per 
cent only. The cost under each of these awards on account of other 
allowance is lower than the Sen 1954 expenses. For the same year, 
however, the estimated expenses on account of provident fund under 
each of the awards are more than the Sen 1954 figure by about 21-88 
per cent. In 1957 the per head cost represents in the case of the 
Labour Appellate Tribunal decision, a rise of about 56-25 per cent 
over the Sen 1954 expenses. The corresponding rise under Govern¬ 
ment Modification is 53-13 per cent. 

236. The following table sets out the comparative impact of the 
Labour Appellate Tribunal decision and Government Modification 
Comparstive on the per head establishment charges of D class 
position at a banks in the years 1954 and 1957. 

glance 


1954 1957 

Labour Govt. Percentage Labour Govt. Percentage 

Appellate Modifica- rise or fall Appellate modifica- rise or fall 
Tribunal tion ofL.A.T. Tribunal tion of L.A.T. 

decision over G.M. decision over G.M. 



Rs. 

Rs. 


Rs. 

Rs. 


Basic pay 

645 

628 

•f 2 - 7 I 

751 

729 

-f3-02 

Dearness allowance 

243 

242 

-I-0-4I 

256 

257 

- 0-39 

Other allowances 

36 

41 

—12-20 

35 

35 


Provident fund 

39 

39 

, . 

50 

49 

-^2-04 

Graiuiiy 

1 

I 

•• 

I 

1 

-• 

Total 

965* 

951 

-f 1-47 

i,982*i< 

I1O71 

+1-96 


The components ido not add up to total expenses due to toimding off. 
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237. I have so far been dealiv.i; wiih Ihe impact of the various 
awards and decisions on the per head expense of each class of banks 
undei each component of cslabliKlnnenl cliarees in respect of their 

S'J vn-it micW -■■-al/<;sli,nared'am-mnts^o? 

such cbcu^t.., un( .'1 t.m van.iMs aw arils and i iie additional expendi- 
bire involved in implomenlinc; the decision of ihc l.abom' A,n ollate 
iribumil as also the decision ns moJiiicd bv Clover,nmn; .are shown 
in statement No. 14 attached to the report.' 

Proportion, of chanjp^ m p.rrw cmadrsr. i/ro.-. pro/ds 

and wor^any capiUil 

i-ao. -i ho tullowinr; iai-u- i.r-es iho ratios oi ‘ .-lai.’lishmern cii.'irces 
(tamsolidated acluaJs as wei; a.-. e.siinv.Vies) rt v.uikmen of all classes 
ot banks to then' qrus.s era-mi.arisr p.’olii.s and wa-r!,.uu’; caiaital for 
the years 1950 to 1957. The ratios for ihe years 1955 to 1957 liave 
been worked out on the oasis o! the, amounts of gros.s earninji's and 
gross profits toy the year ended tl.e fikst December 1954 and working 
csapital 101 iJie half xear eviiun*]; liic .'Ititli June 1954. (figures as lai the 
31.st December 1954 were riui available in the ease of several banks)! 
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Ratio ot* csitiblishincni; cxpen.*cs 

of workmen to 


Growls earnings 

Per rent 

Gross profits 
Per cent 

Working capital 

Per cent. 

1950 

. 


20-84 

26-34 

0- 78 

951 

• 


21-16 

26-74 

0-9T 

1952 

• 


21 * '^2 

29-51 

0*98 

1953 Sen 


23*54 

32-62 

I 04 

1953 Sastry . 


22-83 

31-64 

I -01 

1954 Sen 


23'43 

33-08 

i-o^ 

1954 Sastry . 


22-98 

32-44 

1*03 

1954L.A.T. . 


25-90 

36-56 

I -16 

1954 G.M. 


24 •?3 

34*34 

1-09 

1955] 



26-90 

37*97 

1-20 







1956 



27-85 

39*32 

1-25 

1957. 



28 84 

40-72 

1-29 

1955" 



24-97 

35-25 

T - 12 

1956 

^G.M. . 

• 

25-59 

36-13 

I -14 

1957. 



26-25 

37-05 

T • 17 


239. It will be observed that the ratios in the above table do not 
show much variation either in the individual years or as between 
the different awards. Similar trend is akso noticed in respect of the 
proportion of establishment chr-rges of each class of banks to the 
consolidated gross earnings etc. of that particular class. Thus in the 
case of A class (Indian) banks, the ratio of their establishment 
charges in 1951 to the gross earnings, gros.s profits and working 
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capital for that year works out to 25-51 per cent, 32 34 per cent and 
0-91 per cent respectively as against 24-57 per cent, 31-15 per cent 
and 0 -79 per cent in 1950. The variations in these ratios in the subse¬ 
quent years also are not much as is evident from the following table. 


Ratio of establishment expenses of workmen to 
Gross earnings Gross profits Working capital 



T953 

1954 1957 1953 

1954 

1957 

1953 1954 1957 

Sen • 

. . 27•86 

2712 .. 37-66 

37-39 


j- 07 1-07 .. 

S:ist.ry • 

. , 26-76 

26-37 .. 36-16 

.36-37 


1-03 1-04 .. 

L.A.T. 


29-67 3.V 94 

40-92 45*43 

1-.I7 l'2-l 

GM. 


2S-O2 30-03 

3S-64 4 

1-42 

1*10 1-iS 

240. In the c 

ase ol A c 

lass (foreign) 

banks, 

the 

establishment 


expenses constitute a lower proportion of their total gross earnings. 
gro.ss profits and working capital as compared to A class (Indian) 
banks. Between 1950 and 1952, the ratio of establishment expenses 
of these banks to their gross earnings came down from 18-73 per 
cent in 1950 to 15.18 per cent in 1951 to rise again 15.40 per cent in 
1952. The ratio of establishment expenses to gross profits al.so came 
down from 21-43 pei- cent in 19.50,to 17-79 per cent in 1951 but in¬ 
creased again to 20-78 per cent in 1952. The corresponding ratio to 
working capital has. however, increased from 0-92 per cent in 1950 
to 0-97 per cent in 1951 and came down to 0-93 per cent in 1952. The 
position of such ratios in 1953, 1954 and 1957 for this class of banks 
is given in the following table. 


Ratio of establishment expenses of workmen to 
(iross earnings Gross profits Working capital 



1953 

J 954 1957 1953 i 954 1957 

J 953 

1954 

1957 

Sen 

. 18-07 

jS-96 ., 24-70 25-79 

I -05 

j -08 


SiKSiry 

. 16-92 

17-94 23-1224-40 

0-98 

1 -02 


L.A.T. . 


1953 21*59 -• 26-56 29-37 


III 

1-23 

G.M. 


18-92 20-12 .. 25-7327-37 


1 -08 

I • 15 


241, Tbe proportion of establishment expenses of B class banks 
for the years 1050- 72 to iheir gro.ss earnings for these years reveals 
a steep rise f;om 12-54 per cent in 19,50 to 21-85 per cent in 19.51 
and 22-67 pci; cent in 1952. The rising trend is also evident in the 
mr)\’em('nt of the ratio of esiabiishment expenses to gross profits. 
The ratio increased from 16-89 per cent in 19,50 to 29-21 per cent in 
1951 and 31-19 per cent in 1952. During all these years (1950—1952) 
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the ratio of establishment expenses to working capital increased pro¬ 
gressively from 0*50 per cent in 1950 to 0-98 per cent in 1952. 

242. The table below’ compares the position of establishment ex¬ 
penses in 1953, 1954 and 1957 under the various awards. 


Ratio orcstablislmicni expense:-, of \\\>rknK'n lo 


(iross earnings ciross prufiis \V't)rkinr. capital 


Jy54 1957 *953 ^954 i957 1953 1954 1957 


Sen 

Sasiry 

L.A.'I'. 

Ci.M. 


21 'Jl 22-36 
23-58 23.22 
. . 26 -S 2 30•72 

24-53 27-67 


32 - 51 32-88 

33- 70 34-*5 

-- 39'45 45-19 

.. 36-08 40-70 


I -01 

3 

■04 


I'OS 

1 

•08 

• • 


1 

■~5 

*•43 


1 

■T4 

I ■ 29 


243. In the case of C class banks, the variations in the ratio of 
establisliment expenses to gross earnings, gross profits and w^orking 
capital for the years 1950 to 1952 are not much. The ratio of establish¬ 
ment expenses to gross earnings fluctuated between 17-01 per cent 
and 17-73 per cent in. 1950—1952. In this period th(^ ratio of establish¬ 
ment expenses to gross profus came down from 2(3-36 per cent in 1950 
to 24-80 per cent in 1951; in 1952 it went up again to 26*81 per ceni. 
The ratio of establishment expenses to working capital, however, 
registered a steady rise from ()-76 per cent in 1950 to 0-88 jDer cent 
in 1952. The comparative position in 1953, 1954 and 1957 of these 
banks is showm in the following table. 


Ratio of establishment expenses ot woikmcn 10 
Ciross earnings C7ross pri4iis Working capital 


J953 ^954 1957 *953 *954 *957 *953 *954 *957 


Sen 
Sastry 
L.A. l\ 
G.M. 


17-78 17-04 
38-13 * 7 ■ f>3 
.. 21-49 23*75 

18*55 20*20 


27- 5928*37 

28- 34 29-35 

. - 35*7^ 39*53 

30-85 33’62 


O-SS 0-S7 .. 

o ■ 90 o • 90 . . 

. , I ■ OX) 1 - 2 T 

0-04 1-03 


244. re!;;arcls D c).a,s.s iKinks, the ratio of establishment expenses 
to gorss earninsts for 1950 is higher than tiiat for 1951 and 1952. The 
variation over ihe Ihiee years is, however, not much, tlie ratio hax-ing 
declined from 14-42 per cent in 1950 to 13-77 per cent in 1951 and 
again risen slightlj' to 14-31 per cent in 1952. As in the case: ot C ci.xss 
banks, the ratio of establishment expenses to gross piollts ot D class 
banks is higher in 1950 (25-76 per cent) than in 1951 (24-82 per cent) 
but lower than the ratio in 1952 (26-68 per cent). During this 

period the ratio ot establishment expenses to working capital also 
reveals a similar trend. The ratio came down from 0-88 per cent in 
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1950 to 0-85 per cent in 1951 to rise again to 0-91 per cent in 1952. 
I'he ratio of establishment expenses under the various awards in 
1953, 1954 and 1957 is shown in the following table. 




Ratio of establishment expenses of w orkmen to 


Gross ciirniiip^s Ciross proiiis Working capital 

i 953 1954 1957 T 95.3 1954 19 .'^" t 953 

1054 

1957 

Sen 


. i ^ IS-('2 .. ?.~-83 2S*9g .. 0-9 

4 0-94 

., 

Sa.^try 


. I7-4.| I7'S’9 _ 3 r *93 33*19 •• i*o 

8 I'OS 


L.A.'f. . 


.. i-'-o?; 20-33 .. 33-35 37-70 

I *08 

1-23 

G.Al. 


.. i"-7l 19-93 •• 32-S6 3699 

1*07 

T • 20 


Ojficer esta b lish ent 


245. The .scales of pay and allowances for officers differ from bank 

to bank even within the same class. Some banks (particularly smaller 
Comparative Po- ones) con.stiluting about a fifth of the total numbiu- 
sition have no fixed scales of pay for their officers. While 

.. all A class (Indian) banks have fixed pay scales for 
their officers, one of them introduced regular pay scales only recently. 
Two A cla.ss (foreign) banks which have no fixed pay .scales for 
their officers, grant increments according to merit. Information was 
collected from banks regarding the number of officers classified into 
six groups according to their monthly emoluments. A group-wise 
distribution of officers and their annual emoluments is given in 
Statement No. 18. On a study of the Statement it will be observed 
that the emoluments of the officers of A class (foreign) banks are 
sub.'itantially higher than those of A class (Indian) banks. 49-38 per 
cent of the officers of A class (foreign) banks get monthly emolu¬ 
ments between Rs. 1.000 and Rs. 3,000 and are followed by those 
drawing above Rs. 3,000 and between Rs. 500 and Rs. 750. In the 
case of A class (Indian) and B class banks the highest proportion 
(about half of the total) of officers draw emoluments between 
Rs. 250 and Rs. 500 and are followed by those drawing between 
Rs. 500 and Rs. 750 in the case of the former and by those getting upto 
Rs. 250 in the case of the latter. A majority of officers in C and D 
cla,s.s banks draw emoluments upto Rs. 250 and are followed by those 
in the range of Rs. 250 and Rs. 500. 

246, On a comparison of the average annual emoluments per 

officer for 1954 for each class of banks, it is observed that the highest 
Average emolu- and the lowest averages of Rs. 19,360 and Rs. 2,050 are 
ments registered in the case of A class (foreign) banks and 

D class banks (vide Statement No. 19). There is con¬ 
siderable disparity between the average for A class (foreign) banks 
and that for A class (Indian) banks which works out to Rs, 6,960. This 
is obviously due to the fact that non-Indian officers of A class (foreign) 
banks are paid substantially higher pay and allowances presumably in 
view of their transfer outside the home country. It is noticed that the 
average per officer in the case of other Indian banks declines pro¬ 
gressively in the order of importance of the groups. Another aspect 
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wJiich deserves nf)t]cc is that there,' is considerable disparity in the 
cnioJUUiGnts pGr officer within the same group. The gap is the widest 
in the class (foreign) banks and least in the ease of D class 

banks. Moreover, while the lowest average emoluments of Rs. 14,000 
in the case oi A class (foreign) banks exceed the highest average 
emoluments of Rs. 9,040 in A ciass (Indian) banks, th^e lowest aver¬ 
age emoluments of Rs. 1,000 in D cla.ss c-xceecl onlv slightlv the 
lowest average emoluments of Rs. 790 and Rs. .560 per'membci'of the 
clerical and subordinate slalf of C and D class banks rc.spcctivclv. 

Relative impact of the etitahUshment co.ft in resfxxl of (i) officers and 
(ii) clerical and subordinate staff 

247. The per head emoluments of officci-s, clerks and subordinates 
in 1940 and 1954 .show that in the case of ofiicer.s, the increa.so has 
been the highest at 32 ■(52 jici’ cent in tlu' case of B class ban las and 
lowest at 11-84 per cent in the case of A class (foreign) banks (ride 
Statement No. 19). The pereenlage rise has, however, been generally 
higher in the case of clerical and subordinate staff than officers; 
while the lowest increase of 29-03 per cent has l;ccn noticed in the 
case of D class banks, the highest rise at 70-73 per cent has taken 
place in the case of B class banks. The lower increase in the case of 
D class banks seems to be accounted foi- by the fact that a majority 
of them are from Travancore-Cochin State where emoluments arc 
generally low, the Sen award being not applicable to them in respect 
of their offices located in Part B States. 

248. Although the highest average emoluments for chu'ks and 
subordinates in 1954 amounted to Rs. 2,460 in the case of A class 
(foreign) banks, the average emoluments per officer in this group 
came to 787 per cent of the former; the next highest and lowest pro¬ 
portions of 409 per cent and 256 per cent were registered by A class 
(Indian) banks and D class banks respectively. 

249. Any analysis of the establishment cost in respect of (i) 

officers and (ii) clerks and subordinates must take account of the 
Ollicers per comparative numerical strength of each category, 
office and clerks Statistics regarding the number of (i) officers and (ii) 
and subordinaie clerks and subordinates per office as well as the latter 
per office pgj. officer for each class of banks have been given in 

Statement No. 20. A cla.ss (foreign) i>anks account 
for the highest number of officers and other staff p^'i office a.s well as 
the highest average of clerks and suboidi!)at‘^s orr officer. These 
banks had 59 offices as on Ihe 30lh June 19iL-i. oi wiiich os many as 
46 wore situated in area 1, mo.stiy in port tovn-i where, in common 
with banks in other classes, a comparakveiv iarger strength of bo I h 
officer and other staff is rcr\uired io e:ainiained^ to pe wnt'i the 
volume of work. They had only 5 in area 3, i jh area 4 and 

none in the excluded area. The .•:-'.'er;'.;;e sircngffi of stab per ofiico 
is, therefore, on the high side. The average juimber oi cJerk.s and 
subordinates per officer is ab-o higher in ti)e case of these banks, 
apparently also for the same reason. As against !i clerks iurd 
nates per officer for A class (Indian) banks, the average js only 4 for 
D class banks whose operations are mainlv confin^ to smaller 
centres in semi-urban areas. Out of a total of .l>277 ofhces finclusive 
of 230 pay offices of one bank) of A class (Indian) banks, 296 (inCxU- 
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sive of 28 pay-offices of one bank) or 23.18 per cent are in area 4 
and the excluded area, whereas in the case of D class banks compar¬ 
able figures are 71 offices or 43*03 per cent of the total. 

250. The distribution of the total establishment cost between the 
officer staff and the clerical and subordinate staff’ for each class of 
banks is given in Statement No. 21. It will be observed therefrom 
that the proportion of the establishment cost in respect of clerical 
and subordinate staff to total establishment expenditure is appreci¬ 
ably higher than that for officers in the case of all classes of banks. 
The average proportion of officer ostabiishinent cost to total establish¬ 
ment cost in the case of A class (Indian) and B class banks is nearly 
the same (33-05 per cent and 32*80 per cent respectively) as the 
sliglilly higher proportion of average emoluments per officer in the 
case of the former (409 per cent as against 308 per cent of the aver¬ 
age oinolumenis per member of the clerical and subordinate staff— 
2 ^?Jo Slalement No. 19) appears to have been offset by higher 
niuTibcr of clerics and subordinates per officer (8 as against 6 —vide 
Stateiuent No. 20) for that class. The highei' proportion of 38-02 per 
coni ol the total establishment cost in the case of A class (foreign) 
ban.ks .is also due to similar reasons, the much liigher proportion of 
emol'-uvients per officei’ being, however, only partially oflfset in tliis 
case. The still higher proportions in the case of C and D class banks 
are <..4)ViOUsly due to the smaller number of clerks and subordinates 
per officer (5 and 4 respectively). 

Emvinvients of the iirst fwe ojficers. 

251. The banks were asked to furnish particulars of emoluments 

drawn and olhcr benefits enjoyed by tlieir lirst live 
officers. On the basis of iiuormalion supplied by 
ances*and benefits appeared that besides pay, dearness ailow- 

ance, local a!io\vanc*.% bonus and contribution to 
provident fund/pcn.sion fund, certain other allow¬ 
ances and/or benefits were recei\^e'd by those officers, more parti¬ 
cularly by the lop executives. For instance, they are given either a 
house rent allowance or a free furnished/urifurnished house. A con¬ 
vey ance/car allowance is paid to them or the free use of the bank's 
car is permitted. Further, they arc paid an entertainment allow’ance 
as also a club allowance or the relative expenditure/subscription bills 
are met by the bank. In some cases, they are reimbursed the amount 
of income-tax deducted from their emoluments. Certain perquisites 
allowed by A class (foreign) banks to their officers recruited abroad 
include more commonly the overseas allowance, marriage allow^ance 
and family/children allowance. The branch managers of some of 
these banks are paid a maintenance of servants allowance or the 
wages of a specified number of their household servants (usually 
attached to the rent-free quarters maintained by the bank for the 
use of the managers) are borne by the bank. This privilege is also 
being enjoyed by the top executives of a few major Indian banks. 

252. A comparative statement showing the average annual emolu¬ 

ments per officer from among the first five officers of banks in each 
Relative emolu- those per officer from among the re- 

ments of top ex- maining officers and per employee (workman) is 
ecutives, officers given in Statement No. 22. In making any^ compari- 
and workmen son in this respect between the different classes 



•of banks, it has to be borne in mind that A class (foreign) banks stand 
on a different footing inasmuch as in their case the first five officers 
comprise the branch managers and other senior officers of 
the branches and do not include the higher executives at head office. 
As legards Indian banks, it will be seen I'roni the above Statement 
(Indian) banks not only account lor the highest (among 
all classes including A class—loreign—banks) average emoluments 
per omccr Irom among the first five officers at Rs. (ifi.OOO per annum 
but this average is a little over three times the average .for banks in 
the next class i.o. B class at Rs. 22,000 per annum. Even within A 
class (Indian) banks, there is a wide clisparitv between the highest 
and lowest emoluments per such oiiicer. While one (.».{' the banks in 
tliis class accounts ioi* the highest (anoluments p(‘i’ such officer at 
Rs. 1,32,000 another accounts lor the lowcvst figure at Rs. 4(.;.n0(). Even if 
the lornier bank is not taken into conhidt'ral.iun by virtue of its emolu¬ 
ments being outstandingly high, there is stil] an appreciable dispariiv, 
the next highest figui'e being Rs. 70,000. Furthor.'the av(..-i-age emoli^ 
meirts per officer from among ihe first hve officers of A class"(Indian) 
banks ar‘e rather disprv.portionatcly higii being eleven time.s the a\’e.r- 
age emolumoivis ])er m’oiv- the lemaimvjg offieers and about 

thirty-eight times the average ernnheneMs f)er eng):o\'ee (n-orkman) 
of banks in that class. It may aj.so be noted that the highest emolu- 
Tnent.s per officer ir.an ancong tlie iirsi live <;fiicers of iianks in the 
above clas.s at Rs. 1,32,000 arc about fificcn limes llic higliest emolu¬ 
ments per (officer from remaining frneeis and about sixty-lhree 
times ih(^ liltdiest emoluTVionts ]kv: employee iVo-n tl.'e same class of 
banks. Tl'iis is. ]fO\VC\a:r., more or h'ss an ease and ii' the m. xt 

highest emolument:.-, per officer of the first ilve oiric(.*r.s at Ms. 7t),()(K) 
are take.n into considerauon the j)roporti\>ns wa.)ul(;i 'oe eigid tinies in 
relation to the remaitiing officeis a.nd tlrirty-ihree iiu.r.'S in re.;ation to 
workmen staff. It will be further noticed fro.rri tlie a\’(M'ag'( [a'or)or- 
tions in Statement No. 22 that this gap in the emoianu'nls is pi;ogi.\:.r.- 
sively reduced in the decending order (.«i the four classes of Indian 
bankk Another notewoidhy feature I’liat has bee!'! observec.! in die 
case of A class (Indian) and B class banks in whose cases the emolu¬ 
ments of the first five officers are comparatively higiier, i.s that ihe 
average emoluments of the first officeivs in each of thc' two classes 
account for 38-73 per cent and 34-76 per cent respectively of the total 
emoluments of the first five officers indicatiiig tne coirsideiabic pre¬ 
dominance of the former. 


253. With a view to comparing generaJlN’ the level of emolunvcnts 
of the first five officers, particularly oi’ A class (Indian) banks with 
that obtaining among other comparable commercial 
Top executive in industrial units, the necessary information was 

Si?h procured from thirteen representstivo non-banking 

,ccjt-ns concerns of large size and national importance—all 

being joint stock companies with the exception of two 
semi-public bodies (vide Statement No. 23) . These comprised two 
public utility undertakings, three industrial manufacturers, three 
managing agency houses mostly managing industrial units a 
trading concern, a navigation company, two insurance companies and 
a financing institution. Excepting one public utility undertaking and 
the financing institution which are semi-public bodies, all the con¬ 
cerns belong to the private sector. The following figures based on the 
data collected will be of interest in this connection. 
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Avera}::e annual Proportion of an- 
ofiiolumcnis ])er iiual ciaoluiaontt 
r»llic('i' from tUr of llm olHcer.^ 
NaUirr Of cun<^ern» ijr^t livo ullic^'r^^ to Uio annual craO' 

(in lliourtaiuls of lumentri of th^- 
ni]U‘t\s) fir.st five ofiicer.-: 

Porcentai>e) 


(a) 0 ) A Class— Indian banks (7) 68 38*73 

Cii) A Class—Indian l.^ank-^ rxclnsivo of the 
bank accounting for the highest cinolu- 
inenta por oflicor from tho first five 
ofTicei'H-the oinolumonts being outstand- 



ingl^’ high in its case (6) 

57 

35.73 

(b) 

Semi-public concerns referred to above (2) 

30 

29.04 

(‘■) 

(i) Insurance compai ies (2) 

46 

38.-36 


(ii) Manufacturing, trading and otbor concerns 
( 9 ) 

54 

26.07 

(<t) 

Private sot'tor concerns as in (e) above (ii) 

53 

28.47 

(-■') 

All ilio non-baukijig conc'-rns as in (b) and (<l) 
above? (13) 

49 

28.53 


254. It may be explained in this connection that the above statistics 
do not obviously take into consideration some of the benefits which 
are not in the form of cash payments but these benefits are present 
both in the case of banks and non-banking concerns—more so in the 
case of the former. It will be seen that the emoluments 
per officer are the highest in the case of A class (Indian) 
banks even if the bank having the oustandingly higher 
scales as referred to in the above paragraphs is exclud¬ 
ed. The emoluments are almost twice as laige as those in 
the case of semi-public bodies and also exceed the average for non¬ 
banking concerns in tlie private sector. Fur ther, barring the insurance 
companies which are on an equal level with banks in this respect, 
there is a greater predominance of the emoluments of the first officers 
from among tho first five officers in the case of banks under reference 
and this disparity is foutid to be less in the case of non-banking con¬ 
cerns. In regard to both the above features, it may be urged that 
banks stand on a somewhat different footing as compared to other 
commercial and industrial concerns inasmuch as they are the custo¬ 
dians of tlie cash resources of the community as a whole and, there¬ 
fore, owe a greater duty to the public than other commercial and in¬ 
dustrial units whose managements are primarily answerable to their 
shareholders. In fact because of this a greater responsibility is cast 
on bank managements to observe due economy in managerial costs. 
■'Vhile it is not suggested that a reduction in the emoluments of the 
first five officers, and in particular the first officers of the bigger banks. 
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would result in any substantial saving in proportion to their large 
expenditure, it will have great psychological value. The more 
important statutory provi.sion that has some bearing on this .subject 
is .section 10(1) (b) (lii) ol the Banking Companies Act, 1949 prohibit¬ 
ing the employment by a banking company oi' any person whose re¬ 
muneration is, according to the normal standards" prevailing in bank¬ 
ing busine.ss, on a scale disproportionate to the resource.; ol the com¬ 
pany, the decision oi the ileserve Bank of India being linal as to 
whether, in any particular case, the lemuneraiion is according to the 
normal standards prevailing in the banking business. As would be 
apparent, this pi'ox’ision seeks to remedy cases where the rernunora- 
tion is disproportionate- to the resources of a bank; but it does not 
extend to cases where the remuneration of any person while perhaps 
not being di.spi'opoi'tioriate to the resources of the bank concerned, is 
nevertheless disproportionately high as compared to the level ol 
emoluments paid by it to other members ol the supervisory stall as 
well as the general level ol wages obtaining in the banking indu.stry. 
It would, however, appeal’ advisable that the emoluments ol the 
higher executives (cither all the lirst live officers or such other 
lesser number as may be deemed proper by Government) ol the 
major Indian banks in particular are brought under the purview of 
Government control. Also. 1 loel that Government may consider the 
question of preventing payment of income-tax free salaries to any 
officer in the banking business as it is opposed to all principles. 


255. I have discussed in Chapter V my approach to the problem of 
assessing the capacity ol banks to pay either the Labour Appellate 
Tribunal or Government modified scales ol pay and allowances and 
indicated the assumptions 1 am making ior the purpose. In the 
earlier sections of this chapter important statistics such as those re¬ 
lating to resources, earnings and expenses and establishment which 
are closely related to the problem of capacity to pay have been dealt 
with I shall now proceed to examine in the light ol the foregonig the 
.lapacitv of the diflerent classes of banks as also oi banks mffividually 
to pay either one or the other scale ol pay. 1 shall lirst deal with A 
and B classes of banks. 


256. According to the inlormalion supplied by baiiss the estani,.sh- 
ment charges of workmen ol A (Indian) and B classes ol ,.)r!av.s m 

Capacity to pay Sen scales, and Rs. 6.51 croros and Rs. 1.3:> yy’ 

OI A and B per the modified decision. The co.vc's|.onding anioiuu.-, 

classes Lpi:r.>ur Apryi'k'-ie Tnhunay scioes 

would have been H.s. 6-39 crores and ds ^ "Yn 

tionai burden ol Goyernmenl mouilied doci.s'.on ly .. 

1954 was of the order of Rs. 21 Jakrw and Rs. y. w J.s 

Labour Appellate Tribunal over (loyernraeoi i 

Rs. 38 lakhs and Rs. 12 lakhs respectively. S nee bamyy «c 

’.net the establishment charges under could 

vional burden of the Labour A.ppcilatc 1 1 inuj ...gjrures. 

legitimately be taken to of establishment 

The Commission collected liora b.min these 
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(Indian) banks and Rs. 18 lakhs, Rs. 27 lakhs and Rs. 34 lakhs for B 
class banks. These figures include provision for provident fund, pen¬ 
sion fund and gratuity. In the case of foreign banks in A class the 
figures of additional burden of the Labour Appellate Tribunal decision 
over tlie expenses under the Government modified decision in 1954, 
1955, 1956 and 1957 would be Rs. 7 lakhs, Rs. 16 lakhs, Rs. 22 lakhs 
and Rs. 30 lakhs respectively. Would these three classes of 
banks, therefoie, be able to bear the additional burden of the 
Labour Appellate Tribunal dt^nsion? 


257. It has been mentioned earlier that the ratio of paid-up capital 
and reserves to deposits of A class (Indian) banks was 5*60 per cent in 
Relc-ance of 1953. Prlnui facie, despite 

ca^pka1*and rc- recent impro\'ement, the ratio appears to be some- 
serves wiiat jn\v. lU.il it is comparable with the correspond¬ 

ing ratios of banks with similar standing in the U.S.A. 
and i.he U.K. Of tlie banks in Ihi.s class, all except tlu' United Com- 
niei c‘.;ai Bank iia\ c re.ser\'es t.'xceeding their uaid-up capital and even 


in the case (u’ this uanii wliicfi is (ady 12 \ears old, the reserves amount 
to 40 p( ]• cent (.).[ ihc’ paid-up ea[>itai. Tiie.se banks have also built up 
inner vesci ves. (..;^Msi(kM•ing them logethcr, the paid-up capital and 
reserves ci .*\ class (Indians banks iriust be regarded as satisfactory 
fi'om the jvoini oi capacity to pay as in their case (excepliug the 
ease of ibc' Uiiiu'd CBank) th(‘ neexi for augmenting pub¬ 
lished j'er.erves would n('l b-e as piess.ing as in the case of othei’ classes 
(A fjanks, 1‘kjr cxanjpk*. on]\' 3 ut of 8 banks in B class have reserves 
ecjua! n.; ].)aid*up capita;, and the ra.iio of reserves to paid-up capital 
for the class as a whole woiiis out to about 66 per cent. Their inner 


reserves l(v> rn e smail. Since main of the banks in .B class (caj. Bank 
f)f Bikanenv ilyderaliad Slcho Bank, Devkaran iNanji^e Banking Com- 
pa.ny. United .Bank oi .India) are not as old as banks in A class this 
l atio iiiust be regarded as sati.siacloj‘y. Moreover the ratio of paid-up 
capita] and reserves to dcpo.sits is slightly over 10 per cent. Yet in 
assessing their capacity to pay I have made allowance for the fact 
that tliese banks .should be able to add to their reserves in tiie coming 
years. Forciign banks have no paid-up capital in India and have only 
small reserves. 


258. The position of working capital of A. class, (Indian and foreign 
and B clas.s brmks which appeared to be discouraging for some time 
has taken a turn for the better since last year. The 
Relevance of vvoi’king capital as defined here wmuld include not 
working capi ai paid-up capital, reserves and deposits 

but also borrowings, branch adjustments, and other liabilities ex¬ 
cluding contra entries. In the case of A class (Indian) banks working 
capital was declining till 1953, but in 1954 it showed a sharp rise. 
The working capital of B class banks also declined till 1949, but 
thereafter the trend seemed to have been reversed and in 1954 it was 
more than the amount in 1948. The position of foreign banks in A 
class appears to have been somewhat better, in that there was no 
continuous fall in their working capital, the position after 1950 show¬ 
ing considerable improvement. As I have said earlier, the deposits 
of banks showed a sharp rise in 1954 and it may not be unreasonable 
to assume that they would continue to show further rise in the next 
few years as the backlog of expenditures under the Plan gets under 
way. Since banks are credit institutions accretion of cash increases 
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jected uS thfpkn 3’Sltte^emanf 

S.“ B IS 

provement in the capacity of banks to bear additionarwaee buiden 

259. The figures of earnings and expenses of these classes of hanks- 
lend support to the view that banks will be in a position t^rLar addi- 

Relevance of earn- -.nf ^" ^^count of esLablishraenl. Although 

ings and cxpcn- '' wdking capital ol banks was declining lor some 
ses years, gross earnings shown a .stoadv use excenting 

, in the years 1950 and 1953. But the decline 

in these years was comparatively small. The net ri.se in earn¬ 
ings in the case oi iV ciass (Indian), A class (ioreien) and B cti'-s 
banks between ISBo and 1954 w..i.s of li.e order of "hs. 6-()2’c™n^:’ 
.;ss. .'Ml erore.s and Bs. 1-22 crores rcsuecti-cel;.-. It is i.ru.- iiial '.Uie 
expcn-sc's banns wore* -also iiicreasing in tills |.jeiio!i. no net in- 
u'ease in tiie case of A cias.s (Indian). A cl;iss {bercign) -md B cl.'iss 
banks as between ijbiti and 1954 iia.s been ins. 6-(17 crores, i\s. if 05 
•■'leio- .-ml iis. 1 ,.■! cr.'.ires iv. e''-):ve!v. j .Mjjes vd .-uii- 

plied 10 tite Commission by banks include deciucUons made bv iiicni 
Iron! gross carnli'g.s foi' bad and floubiiul delils .and rri- nBier 
and neccssai';.- in.'ovisions, and, therefore, the increase as siiown 
in fact include.s provision for inner reserves. 


nsnai 


ibO. The net prolits of these classes oi' banks; di elined in 
by its. i-Wi crores, Rs. 74 lakhs anu U-,. if; iaki'i.s ro.,)".;!:, 


le p.- 


Keievaiicc fvt' ru 
profits 


I h 


lavo 
‘^1 


sdicaied cririior, figure::: t; 




Vici proiir as 

e.UbCL.ij’.X'Cl j}i liik':. I.)aie.rv.'i.: ol liefi!;.'.: ere; (.ieicr- 

nnned by cmisideraiions of dii’idond poiicy ;;s also the 
I)es.sibi.;- demand by sharehoiders and (-mployees loi- iiighcr dii-idend 
and bofius and, th.erei'oi'e, for under.standing'tlie true position oi net. 
profit, the provision snade for inner re.sorves by baniis musv aisr, be 
taken into account. lit the case of A class (Indian^ banks, ii thrr-io 
provisions are taken into account, the reduction in net profits would 
be somewhat smaller than what would appear from balance sheet.s. 
This is not, however, to say that hanks should not provide inner re¬ 
serves but all that I mean is tliat the figtn c of net prolit .should be read 
with other provisions made by banks to imder.stand Ihe true jirofit- 
ability of banking business. The figures for j.954 show an improve¬ 
ment in the position of banks over that in 1953, whicli unfortunately 
was a lean year for banks, partly bccau.se of the adjustment of banking 
to new monetary policy and partly as a result of the effect of reces¬ 
sionary developments on the business in this country. In tins context 
it should be remembered that during these years all Indian banks in 
A class and B class have paid dividend at a steady or increasing rate, 
only one bank in A class having been required to reduce it slightly. 

261. It was represented to the Commission by some banks that 
I should take into account the depreciation in Government securi¬ 
ties which banks have been unable to write off and 
also the need for strengthening reserves against 
unforeseen calamities. I have given considerable 
thought to these two aspects before arriving at 
my conclusions. I have found that depreciation in 


Relevance of dep¬ 
reciation in Gov¬ 
ernment securi¬ 
ties and bad and 
.doubtful debts 
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securities has been very liigh in the case of banks which were holding 
a substantial proportion of long-dated securities. These securities, I 
understand, depreciated very heavily after the Reserve Bank of India 
raised the bank rate and changed its open mai'ket policy in 1951. 
Banks have attributed all their difficulties to these policy changes 
o\'cr which they had no control. On reviewing the position of secu¬ 
rities market I found that it had shown a weakening tendency 
t'ven before the Reserve Bank changed its bank rate and some 
banks had t'l write off depreciation prior to 1951. In this connec¬ 
tion it appears that as early as 1948, the Reserve Bank of India 
li'd advi.sed scheduled banks to gradually .switch over from long¬ 
dated short-dated securities, as, considering the nature of bank¬ 
ing business it was in llieir best interest to have as large a port¬ 
folio of short-dated securities as possible. From the figures of 
investments of banks publislied by the Reserve Bank of India it 
appear.'-' that the m-ajority of banks heeded this advice with the 
result that the bulk of investments of scheduled banks gradually 
shifted from longer-dated to shorter-dated securities. Banks which 
had so acted found very little difficulty when, following the bank 
rate change, there was a steep decline in the security values. Those 
banks which persisted in holding longer-dated .securities suffered 
heavy depreciation and it is they who have lepeatedly told me 
about their difficulties. It is not at all my intention to atlrihuto 
blame to any particular management, but 1 mention this lest simi¬ 
lar mistakes lead to more difficulties. In the case of many banks 
which have got into this difficulty the portfolio of short-dated 
.securities is sufficiently large and 1 do not think that they would 
be forced to liquidate their longer-dated securities turning book 
depreciation into actual loss. 


262. I had requested banks to give me full information about 
their bad and doubtful debts as at the end of 1953. In most cases 
banks had already made provision for such debts and the amount 
left uncovered did not appear to be very large. In view of what 
I have said above, the problem of depreciation and bad and doubt¬ 
ful debts to the extent llicy have been declared to me docs not 
appear to be intractable. I recognise that some banks will have 
to make provision for depreciation lT(mi current profits but the 
amount so provided must be reasonable. 

263. I have already indicated that the majority of banks in A 

and B classes wanted that adjudication should be on a class-wise 
Atd:u«?e ad 0 !)tc!t basis; and so I propose to consider in the first place 
by bnnii.!! iti A tbe capacity of these banks considered class-wise, 
and B classes be- I would then consider some individual cases in 
ssion'^ classes that raised a dispute about their 

"bi'i'iy U) p.ay. Before proceeding to deal with the 
merits of this question, however, it would be relevant to refer to 
the attitude adopted by these banks in the present enquiry. An 
overwhelming majority of banks in A class did not dispute their 
ability to bear the burden of the Labour Appellate Tribunal deci¬ 
sion. Some banks in B class likewise admitted their ability to bear 
the burden of the Labour Appellate Tribunal decision, while some 
others in B class did not seriously dispute it. The position 
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of banks which either admitted oi’ did not scriouslv dispute their 
ability to bear the burden of the Labour Appellate Tribunal deci¬ 
sion from the point of view of number of cmplovecs and resources 
ana compared to the total of tlic class is given below. I should, 
oweyer, nke lo add, in regard to the percentages mentioned below, 
chat two banks in B class first raised a dispiue aiioul their ability 
o bear tiie burcien of the Labour Appellaie Trii.)uual decision, but; 
subsequently did not seem to press their objoeiions senoasly. These 
banks are the Bank of Mysore and the Devkarrn iXanjeo^ BankinF 
Company. During the examination of ri.ie caiv.* of liu- .Bank, of 
Mysore, it was iirst put to the I'epi'escntative o.i; the bank tiiat the 
payment of 10 pei' cent dividend to sharenolders and the bonus of 
t.r]ree rnonktis pay to ciTiployees v/as not yryy c(.)nsistciil vvitii his 
plea th-ai liie bank vvouh.’ be ur:ab.!e i(» hear tlie Ixirden (h' liie 
Labour Appel!aie T ribunal decision, it was ais.o explained to him 
Uiai the empioycfvs had agreed diab if the implementation o.f the 
r^abour Appeilaie rribunal decision ied to uk* reduction or impair¬ 
ment (.»f the employees' claim for bonus, lliey were prepared to 
bear Iho Cf^nsequences. When tliis position was put to the represen¬ 
tative oi the Bank of Mysore, all that he said was that tlicre might 
be occasions in future when the bant; might find the burden of the 
Labour Appellate Tribunal decision too onerous. It was because of 
the statement thus made by the representative of the Bank of 
Mysore that I formed the impression that the bank was not serious 
abt.H.U its argument that .it would not be abk'* to bear the burden 
of the Labour Appellate Tribunal decision during the three or four 
succeeding years. When the case for the Devkaran Nanjet Banking 
Company was examined, the representative of the bank began by 
raising the difficulty about the bank’s ability to bear the burden of 
the Labour Appellate Tribunal decision. He, however, admitted 
that the bank had I'aised its dividend steadily and that the last 
increase in dividend had taken place in 1953 from 3?> per c('nt to 
4 per cent. But he contended that it was desii'able for the prog.ress 
of the bank that the dividend should be raised still further and 
that he would be required to make provision for goatuity and for 
raising officers’ salaries. At the end, however, he frankly conceded 
that, in case I came to the conclusion that banks in. B class consi¬ 
dered class-wise can bear the bui'den of the .Labour Appellate Tri¬ 
bunal decision, he would like to keep company with his colleagues 
.in the class. That is why, in preparing llie following table, I have 
put the Devkaran Nanjee Banking Co. in the category of banks 
that did not seriously dispute their ability to bear the burden of 
■the Labour Appellate Tribunal decision: 


Percentage of t‘m]^li)yees total Percentage of resources to total 
employees in the class resources of class 


A (Indian) 

A (Foreign) 
A as a whole 
B . 


57’70 
100-000 
<»5 - 69 

. 52 -T- 


65 -.^3 

]00•00 

73- 9 ^^ 

^ Sy * * 


* Percentage to total of the class excluding the Bank of Bikaner and the 1 .. niied Bank 
of India. 
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264. I have also considered the increase in the establishment 
charges under the Labour Appellate Tribunal and Government 
modified decisions in relation to gross earnings and gross profits of 
banks. In the case of A class (Indian), A class (foreign) and B 
class banks the proportions of establishment charges of workmen to 
gross earnings and gross profits are as follows: 

Gross earnings Ciross prolils 



J 954 

1957 

1954 

1957 

Go\'cTnmcnt modified dtx’ision . 

28-02 

30'03 

38-64 

41-42 

I^aboiir Appellate 'f’rihunal 

29-67 

32-94 

40-92 

45-43 

A (/uv\n\*}/) 





Govonunent modified dccisi(m . 

18-92 

20-12 

2.^ • 73 

27-37 

Labour Appellate Tribunal decision . 

19-53 

21-59 

26 * 56 

29-37 

/? 





Government modified decision . 

24*53 

27-67 

36-08 

0 

0 

Labour Appellate '1 ribunal decision . 

26-82 

30-72 

39-45 

45*19 


Thus the variations as between the Labour Appellate Tribunal and 
Government modified decisions in 1957 would not be of a very high 
order. This must be recognised particularly as the ratios for 1957 
are based on higher establishment charges and stationary gross 
earnings and gross profits as in 1954. In absolute amounts the 
diflerence in woikmcn establishment as between the two decisions 
in 1957 for the throe classes of banks would be Rs. 67 lakhs. 
Rs. 16 lakhs and Rs. 17 lakhs respectively. 

265. The Commission prepared a projection of bank expenditures 
for tlie years 1955, 1956 and 1957 on the lines indicated in Chapter 
V. There are two points which I should like to 
Projection of ex- emphasise in connection with the estimates so 
penses until 1957 made. As a result of increasing establishment cost 
net profit showed a decline but was nevertheless sufficient to make 
the usual appropriations on account of the fact that the item of 
taxation showcxl a decline proportionate to the decline in not p^'ofit 
and provision for bonus to employees was made contingent on the 
?'esi.]ii(\ if any. Secondly, ms mentioned earlier, [ have decided 
that the net profit of banks from foreign branches must be taken 
into account in assessing their capacity to pay; since these profits 
amoiinterl to Rs. 59 lakli.s in 1954 for A class (Indian) banks, it 
appeared that as a class, A class (Indian) banks could bear the 
additional bu]’dcn of the liabour Appellate Tribunal decision even 
in 1957 if the present level of earnings was maintained. In the 
case of B class Ix^nks also, as a class, it appeared that, taking into 
consideration tlie amount of net profit earned from .foreign bran¬ 
ches, they would be able to meet the burden of the Labour 
App'.'llate Tribunal decision in the next two years without difficulty; 
even i.n 1957. if the banks of this class show an improvement in their 
gros.: (• unirn'S. the burden of the Tjabour Appellate Tribunal may 
not present much difficulty. These estimate were, however, made 
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on the basis of areas as provided in the Labour Appellate Tribunal 
decision. Since Government created a fourth area of towns below 
30,000 population when they modified the Labour Appellaio Tribunal 
decision and since I propose that that area be retained, there 
would be considerable relief to banks from the estimated 
establishment charges under the Labour Appellate Tribunal 
decision. Further relief is provided to banks in my recommen¬ 
dation to restore the provisions of Saslry award in respect of 
medical aid. In the case of some banks the saving under this 
item on their own calculalion would be e^nvirlei .dile F^esides 
B, C and D classes of banks would get relief from restoration of 
the provisions of Sastry award in regard to adjustment of salaries 
to new pay scales. Further, as I have already mentioned, during 
the course of examination of banker.s and employees. I had ques¬ 
tioned employees as to vvhc'lhc'r they recognised' the i’aci l.hai il as 
a result of the increase in establishment chai'gcs following the 
implementation of the Labour Appellate Tribunal decision the net 
profits of banks were reduced, to that extent their claim to bonus 
would be impaired. They had agrf‘ed that it would be so. The 
total amount of bonus disiiibuled to woi'kmen by A class (Indian), 
A class (foreign) and B class banks in 15)03 was lIs. lakhs. 

Rs. 18-72 lakhs and Rs. 5-91 lakhs. It is possible that in i]»c case 
of some banks the increase in establishment charges may be rela¬ 
tively large a!id there may not be sufficient surplus left, after 
making the usual provisions, for distribution of bonus; in this case 
the additional estal.‘)lishment charges in fact would be coming out 
of tlie bonus which the employees were receiving. 


The increase in the eslablLshinent oi workmen undei the 
Labour Appellate Tribunal decision in 1957 winch would amount 
k Rs 1-14 croros, Rs, 30 lakhs and Rs. 34 lakhs oyer the expenses 
under the Government modified decision in 1954 in the case oi A 
undei inc (foreign) and B class has to be read against 

Iwf '“total toA class (Indian) and B class banks 

11 1’4P» crores This amount is not much too laige consi- 

deriifgftffac'tfha'TisM alone, A class (Indian) and B etas 
banks showc'd an [ocrease ni gio.-v^ incoiiu O' R..v ^ ' 

the Asf of forei-m banks, however, there was a decline o Jls 2.> 
lakhi but these banks have not disputed iheu capacity to pa>^ 
S dSssfon leads (o the conctaion lhal banks .n A etas and B 
class considered class-wise can bear . „r "J,,. 

te'ofB[kte™-";i;rUnii:;l ari dealt with In 


a later chapter. .. r . 

267. 1 will now proceed to deal dViputed 

A class and ^wo ^ B dass thru the Labour 

Case of four tn- '■■S-ihi'nal decrsiovi. Li rc-.gard to the Cen- 

dividual banks -vpiv-y- r i ■:!. Man''''h‘;g Director represent 

Pd the bank when the case of this bank was m cued j” 

the pL^ce ol the entployccs' 

plsod by the Tribunal 

in A class to bem Lr. pphev confirm the Govern- 

decision comfortably or easi]>. •> ‘ - i^v'er than the scale 

ment modified dscision or devise a scalt lowei 
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prescribed by the Labour Appellate Tribunal decision. In fairness 
to the bank, I would like to add that I formed the impression that 
the Central Bank of India would be prepared to bear the burden 
of the Labour Appellate Tribunal decision like other banks in A 
class in case 1 was not prepared to accept the suggestion made by 
the bank that the wage sti'uctiu’c should be reduced and in case I 
came to tlie conclusion that A class banks considered class-wise 
can bear the burden of the Labour Appellate Tribunal decision. 
This invnression was confumed when T later discussed the case of 
this with the Chairman and another member of the Board of 

its Di!’ecri‘rs. Tiie Centi'ai Baniv of India occupies a pre-eminent 
posiiioM hi ilie fr-mking sysle.ni next to the Imperial Bank of India. 
.11 .lij-is 1:37 luvniiches spread all over the country and employs a total 
workivie ' staff of 8,363. Its resources have declined in the past and 
conscqu-enlly with the increasing expenses its net profit has also 
declined. As a result of the decline in secLuity prices the bank is 
eai ryii'ig an uncovered depreciation of about Rs. 2^ crores. In the 
case of this bank the additional burden of the Labour Appellate 
Tribunal decision over its expenses under the Government modilied 
decision in 1954 would be Rs. 4*90 lakhs in 1954 and about Rs. 23*10 
lakhs in 1957. The bank has been paying a bonus to its employees 
amounting to Rs. 13 lakhs. In the establishment charges as shown 
to ibe Commission the bank had inciueJen on accouni of medical 
expenses Rs. 6 lakhs. If the implementation of the Labour Appe¬ 
late Tiibunal decision does not leave a lai’ge surplus for payment 
of bonus, I have assumed that the amount hitherto paid as bonus 
would be available for payment of the Labour Appellate Tribunal 
decision scales. It would, however, be pertinent to emphasise that 
these considerations proceed on the assumption that the gross earn¬ 
ings of the bank in 1955—57 would at least remain the same as in 
1954. It may also be relevant to point out that its gross earnings 
(after deduction) between 1948 and 1954 have increased at an 
average rate of Rs. 14*25 lakhs. That naturally encourage the 
belief that this bank will keep up its progress in years to come. 
This belief is strengthened by the fact that its total deposits have 
increased by Rs. 12*35 crores between the 3\st December 1954 and 
the Ist July, 1955 which, on the basis of the ratio of gross profit 
to working capital in the first half of 1954, would mean an annual 
increase in gross profit of about Rs. 31*87 lakhs. My conclusion, 
therefore, is that this bank can bear the burden of the Labour 
Appellate Tribunal decision. It would thus be clear that my con¬ 
clusion in the case of this bank is based on an objective appraisal 
of its financial burden and not in any way upon my impression 
about the attitude adopted by this bank. 

268. That takes me to the case of the Punjab National Bank. 
This bank urged before me that the present dispute should be consi¬ 
dered bank-wise and that the position of the bank should be consi¬ 
dered separately by itself. The General Manager of the bank also 
urged before me that, in his opinion^ the salaries which his bank 
w^as paying to its employees were very satisfactory and needed no 
revision at all. He also contended that, even if it was found that 
A class banks considered class-wise can bear the burden of the 
Labour Appellate Tribunal decision, his case should nevertheless be 
considered separately and not by adopting a clas-wise approach. 
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with the General Mana- 
ger by reiCTcnce Jo the general questions which were put to every 
bank, the General Manager seemed inclined to differ from the 
consensus of opinion expressed before me on these questions. He 
was apparently disposed to take the view that the gross earnings 
of banking Imsmess in the country may not remain at the same level 
as was reached in 1954 and he apprehended that the level would 
be distinctly less. He told me that he had formed his opinion after 
consulting his own economists. Surprisingly enough, soon after 
the General Manager met me, it was reported in newspapers that, 
while opening the Jangpura Extension Branch of the Punjab 
National Bank, the General Manager claimed that the deposits of 
his bank were fast increasing and in fact mentioned with justifiable 
pride a rise of about Rs. 10 crores in its deposits from the close of 
1954 up to the middle of May, 1955. Since this version seemed to 
be wholly inconsistent with the view expressed by the General 
Manager before me, the General Manager was requested 1o confirm 
the accuracy of these figures mentioned in the newspaper report, 
and these figures were duly confirmed by him. This tends to show, 
I think, that the General Manager of the Punjab National Bank was 
taking an unduly pessimistic view of the future of the bank when 
he discussed its case before me. 


269. There is ar.cther point which deserves to be mentioned in 
regard to the case of the Punjab National Bank. While the dispute 
between the bank and its employees was pending before the Com¬ 
mission, the bank inought it was justified in raising its dividend 
from 8 per cent to 12 per cent in 1954. The employees complained 
against this rise in the dividend and they alternatively argued that 
the attitude adopted by the bank in raising the dividend by as much 
as 4 per cent showed the confidence with which the management 
of the bank was looking forward to the progress of this bank. I 
cannot say that there is no substance in this argument. 

270. The bank has 295 branches spread all over the country and 
a total workmen staff of 5,599. The additional burden of the Labour 
Appellate Tribunal decision over the expenses under the Govern¬ 
ment Modification in 1954 would be Rs. 2*98 lakhs in 1954 and 
Rs. 16-13 lakhs in 1957. The bank has been paying bonus to its 
employees which amounted to Rs. 9J lakhs in 1954. On the analogy 
of the Central Bank of India, the additional amount that the bank 
may have to find in 1957 over what it is paying as bonus would 
be small and would be within the reach of the bank. The conclu¬ 
sion, therefore, is that this bank can bear the burden of the Labour 
Appellate Tribunal decision. This conclusion receives strong corro¬ 
boration from the fact that in the first half of 1955 the bank s net 
profit has shown a substantial rise of Rs. 9*04 lakhs over the 
corresponding profits in 1954. Significantly enough it has ii^reased 
the amount distributed to its staff by way of bonus from Rs. 4*65 
lakhs to Rs. 8*58 lakhs. 

271. Among B class banks, the Canara Bank and the Devkaran 

Nanjee Banking Company pleaded their inability to implement the 
Labour Appellate Tribunal decision, although at the of fbe 

hearing of the latter bank’s case its Managing Director fairly agreed 

AS M of L— II 
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that if the B class as a whole could pay the Labour Appellate- 
Tribunal decision scales his bank would also like to pay. In the 
case of the Canara Bank the additional burden of the Labour 
Appellate Tribunal decision over the expenses under the Govern¬ 
ment Modification in 1954 would be Rs. 32,000 in 1954 and Rs. 1'56- 
lakhs in 1957. Considering the position of the bank as a whole and 
the fact that its deposits have gone up by Rs. 1 -07 crores as between 
the 31st December 1954 and the 30th June, 1955 which on the basis 
of the ratio of gross profit to working capital in the first half of 

1954 would mean an annual increase in gross profit of about Rs. 4'35 
lakhs, I do not think that the additional burden would be beyond its 
capacity to pay. This view is based on the projection of its figures- 
as in the case of other banks until 1957. In the case of the 
Devkaran Nanjee Banking Company which has showed a steady 
progress in its working capital and earnings, the corresponding addi- 
titional burden would be Rs. 1-25 lakhs and Rs. 2-43 lakhs. In view 
of the fact that the deposits of the bank have further gone up by 
Rs. 1'81 crores as between the 31st December, 1954 and 30th June, 

1955 which on the basis of the ratio of gross profit to working capi¬ 
tal in the first half of 1954 would mean an additional increase in 
gross profit of about Rs. 6' 07 lakhs, the additional burden would not 
be too much for the bank. This conclusion is also based on the pro¬ 
jection of the bank’s figures until 1957. 

272. Thus my conclusion is that the Indian and foreign banks 
in A class and banks in B class are in a position to implement the 
provisions of the Labour Appellate Tribunal decision with such 
modifications as have been suggested by me. In measuring the 
ability of banks to bear the additional burden of the Labour 
Appellate Tribunal decision I have made no assumptions in regard 
to several measures suggested by me earlier for increasing earnings 
or reducing expenditure. If banks resort to internal economy and 
make a determined effort to increase their earnings they would find 
themselves in a more comfortable position even after implementing 
the Labour Appellate Tribunal decision. The extent to which they 
can do this would be the measure of the additional earnings they 
would derive to strengthen their banks. 

273. In the foregoing paragraphs I have dealt with banks in A 
and B classes. They were treated together as after studying indi¬ 
vidual cases it was found that although their 

C and D class resources were not comparable, in standard of 
management they were closer than the other two- 
groups. In the same way as far as their problems are concerned, 
there is much in common between the majority of C class and D- 
class banks. Among the banks in these classes, the standard of 
management varied from bank to bank. Even in C class which- 
consists of some large banks and a majority of small banks, stan¬ 
dard of management varied with variations in resources. There are- 
many banks in these classes which have paid no dividend in recent 
years. Most of the banks operate in the particular regions; conse¬ 
quently a large number of their branches are situated in smaller 
places, generally in rural areas, and the resources that they could 
collect from these places have been limited. Nevertheless they 
have to maintain disproportionately large staff for security reasons^ 
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The C class consists of banks whose working funds range from 
Rs. 1 crore to Rs. 7J crores. Banks not included in this group, i.c,, 
those having resources below Rs. 1 crore fall into D class. Accord¬ 
ing to the list of banks referred by Government to the Tribunals, 
there were 30 banks in C class and 71 banks in D class. Many of 
these banks, particularly in D class, however, were not functioning 
normally as they were working under schemes of arrangement 
Some other had reached an agreement with their employees in 
regard to terms and conditions of employment. There were still 
others whose addresses were not known. The effective number of 
banks which were examined by the Commission, therefore, were 
23 in C class and 18 in D class. What is said below, therefore, 
applies to only these banks. Cases of remaining banks are men¬ 
tioned elsewhere. 

274. Between 1948 and 1954 the paid-up capital of C class banks 
has shown a decline of Rs. 22 lakhs but their reserves have in- 
C elass banks creased by Rs. 76 lakhs. However, their working 

capita] has declined by Rs. 6* 70 crores. The fall in 
resources indicates the difficulties of these banks in the area in 
which they operate; some of them complained to me about the com¬ 
petition of bigger banks and the licensing policy of the Reserve Bank 
in allowing them to open branches in places where they were 
already operating. Many of them have a large number of branch¬ 
es with small deposits which do not yield adequate profit. Several 
of them make advances at high rates of interest against securities 
which may not be liquid. Loans are also made to parties in whom 
the management is directly or indirectly interested. The same could 
be said about some of their investments other than in Government 
securities. This has resulted in accumulation of bad and doubtful 
debts. Investments in Government securities contain a substantial 
proportion of long-dated securities, with the result that deprecia¬ 
tion in their values, though small in absolute amount, is sizeable 
considering individual resources. Banks in C class, therefore, are 
a heterogeneous group and I was impressed by the fact that apply¬ 
ing the class approach to adjudication of wages in their case might 
result in hardship to many banks. The majority of banks in this 
group also pleaded before me that the case of each bank should be 
considered on its own merits and not on the basis of class. 

275. Before I finally decided on my approach to the problem of 
banks in C class, the Commission considered whether it w^as possi¬ 
ble to divide the class into smaller homogeneous groups. Of the 
23 banks in this group 2 are non-scheduled banks. The working 
funds of 12 banks are less than Rs. 3 crores each. Nine banks have 
not been paying any dividend for some time past and 7 of them 
have made a special representation to the Commission for either 
total exemption from the award or for a lower classification for a 
period of at least 5 years. Four scheduled and one non-scheduled 
banks in this class are incorporated in the Travancore-Cochin State 
and their case is being considered separately. ^ Making allowance 
for individual variations, I noticed that the majority of banks with 
resources above Rs. 3 crores were much better off than the rtmain- 
ing banks in the class. Many of them had sizeable resources, their 
earnings were satisfactory and they were paying regularly a 
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dividend to their shareholders. In regard to standard of manage¬ 
ment there was much in common among these banks. Banks with 
working capital below Rs. 3 crores appeared to be in a somewhat 
difficult position. In many cases their resources were declining and 
they did not have adequate reserves nor were they paying any 
dividend on capital. The implementation of the Government 
modified decision had already increased the establishment burden 
in their case and their ability to bear further burden was poor. 
The segregation of banks into these two groups in C class appeared 
to be justified but on further scrutiny it was discovered that some 
banks in each group did not share the characteristics c.f the group. 
In the case of those banks in group one which appeared to be 
difficult cases, I considered whether they would be able to bear 
an additional burden of establishment charges over their o.penses 
under the Government modified decision and came to the conclu¬ 
sion that that course of action might make rehabilitation of these 
banks difficult. I, therefore, give up this approach and decided to 
deal with individual cases in C class. 

276. I have, therefore^ divided banks in C class into two groups, 
those which can implement the Labour Appellate Tribunal decision, 
and those which cannot. The two categories are listed below; 

(a) Banks which can implement the Labour Appellate 

Tribunal desision — 

1. Bank of Behar 

2. Bank of Indore 

3. Bank of Jaipur 

4. Bank of Maharashtra 

5. Canara Banking Corporation 

6. Canara Industrial and Banking Syndicate 

7. Hind Bank 

8. Travancore Bank 

(b) Banks which cannot implement Labour Appellate 

Tribunal decision - 

All the other banks in C class except those covered by specific 
recommendations. 


277. In the case of banks which, in my opinion, are in a position 
to implement the Labour Appellate Tribunal decision, the fcllow- 
C class banks ing table will show the additional burden of the 

which can pay Labour Appellate Tribunal decision in 1954 and 

1957 over that under the Government modified 

decision in 1954. 
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Establishment* of the workmen staff 

_ (Amounts in thousands of rupees) 


Name of bank 

G.M. 

1954 

L.A.T. 

1954 

Increase (3) as 
(L.A.T, percent of 

L.A.T. 

1957 

(5) 

minus 

(6) as 
percent 




minus 

G.M.) 

(1) 


(I) 

of (I) 


(I) 

(2) 

(3) 

(4) 

(5) 

(6) 


I. Bank of Behar . 

589 

615 

26 

4*41 

627 

38 

6-45 

2. Bank of Indore 

402 

428 

26 

6*47 

475 

73 

i8-i6 

3. Bank of Jaipur . 

663 

758 

95 

14-33 

844 

181 

37-30 

4. Bank of Maharashtra 

284 

316 

32 

11-27 

354 

70 

24-65 

5. Canara Banking Corpo¬ 
ration. 

261 

319 

58 

22-22 

351 

90 

34-48 

6. Canara Industrial and 
Banking Syndicate. 

766 

917 

151 

19-71 

1008 

242 

31-59 

7. Hind Bank 

322 

358 

36 

11-18 

399 

77 

23-91 

S. Travancore Bank 

349 

364 

15 

4-30 

411 

62 

17-77 

Total . 

3636 

4075 

439 

12-07 

4469 

833 

22-91 


* Excluding bonus. 


278. The amount of paid-up capital and reserves of these banks as 
shown in the table on page No. 222 increased between 1948 and 
June 1954 by Rs. 2-82 lakhs and Rs. 47'39 lakhs, ^espectivelJ^ The 
ratio of their reserves to paid-up capital also improved during the 
period from 28-76 per cent, to 43-69 per cent. The trend of total 
working capital also seems to be satisfactory, the rise between 
1948 and June 1954 being Rs. 3 17 crores. Their gross earnings 
have increased from Rs. 1-41 crores in 1948 to Rs. 2-13 crores in 
1954. In the same period their expenses have increased from 
Rs. 1-07 crores in 1948 to Rs. 1-72 crores in 1954. All of them 
excepting the Bank of Behar have been paying a dividend either 
regularly or in recent years. 

279. During the examination of these banks I questioned their 
representatives about the ability of their banks to implement the 
Attitude adopted Labour Appellate Tribunal decision and I am happy 
by these banks to say that the Bank of Jaipur, the Bank of Indore, 
the Canara Industrial and Banking Syndicate, the Travancore 
Bank and the Hind Bank either admitted their ability to 
pay the Labour Appellate Tribimal decision scales or did not 
seriously dispute it. The representative of the Bank of 
Maharashtra merely pointed out that the bank had not built up a 
gratuity fund and if the bank had to implement the^Labour Appel¬ 
late Tribunal decision it may be difficult to set aside a sufficient 
amount for gratuity. He did not seriously object to the bank’s 
capacity to implement the Labour Appellate Tribunal decision. 
The Canara Banking Corporation did not appear before me as the 
representative whom it wanted to depute was on tour, but my 
examination shows that the bank can easily implement the 




Paid-up Central, Rtserues, working capital and net profits of selected 
C class Banks, 1948 and 1954 
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• For the year ended 31 st December 1954 , (the figures are preliminary.) 
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Xab^r Appellate Tribunal decision. I have treated the case of 
* j pf Behar as a special one. It is not paying any dividend 

and its net after year is utilised for writing off bad and 

•doubtful debts. Under the Government modified decision a large 
majority of its employees would suffer a steep cut in their 
■emoluments and the establishment expenses of the bank would 
below its establishment under the Sen award. 
The additional burden of the Labour Appellate Tribunal decision 
is not large and since its representative assured me that the new 
management had brought about a remarkable improvement in its 
working from what it was some years back, I have thought it fit 
to include this bank in the first category. I am satisfied ;hat the 
■ additional burden is not so large as to upset its rehabilitation. 


280. The position of banks in the second category is no cioubt 

not comparable with the above banks. There are several banks 
Banks whkh whose resources have been declining. Their re- 

.cannot ray serves are not adequate and earning capacity has 

been impaired owing to the presence of non-earn¬ 
ing assets; placing additional burden in their case would confront 
them with difficulties. I have, therefore, come to the conclusion 
that they should continue to implement the Government modified 
decision. 

281. For reasons similar to those in the case of C class tanks, 
although the number of D class banks referred to the Tribunals 
D class banks was 71, the actual number examined by the Com¬ 
mission is only 18. Of these 11 banks ore in 

Travancore-Cochin and only 7 banks arc in other Slates. The 
position of D class banks generally is even less satisfactory than 
that of C class banks. Although tfieir paid-up capital and reserves 
increased by Rs. 21 lakhs and by Rs. 10 lakhs respectively, during 
the period 1948—June 1954, their working capital showed only a 
rise of Rs. 33 lakhs. Between 1948 and 1954 their gross earnings 
increased by Rs. 3 lakhs while their expenses increased by 
Rs. 3 75 lakhs. In the same period their net profit increa.sed by 
Rs. 89,000 only. The operations of many of these banks showed 
irregularities. Their loan portfolio is generally over-extended and 
a number of advances are made either against personal security or 
against real estate. In very many cases advances are made to 
parties either connected with the management or in whom the 
management is interested. In several cases loans have been 
frozen, but banks have continued to take into account interest 
which has not been actually received. To that extent their 
■earnings show an inflated figure. Many of them were not paying 
regular scales of salary to their employees and the implementation 
of the Government modified decision has initially resulted in a 
steep rise in their establishment charges. In the case of these 
banks, however, the main problem that I had to consider was of 
the branches which are exclud^ from the operation of the 
decision, namely, those situated in Part B and Part C States other 
than Delhi, Ajmer and Coorg. In an earlier chapter I have already 
explained my views in regard to exclusion of branches from the 
-operation of awards and, therefore, 1 need not repeat them here. 
1 shall, therefore, restrict myself here w the factual aspect of the 
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problem. Of the 18 banks in D class 11 banks are in Travancorc- 
Cochin and their problem is being dealt with separately (wide- 
Chapter X). The only bank in D class which has branches in the 
excluded area is the Jayalaxmi Bank. If exemption were to be 
removed as recommended by me earlier, the additional burden on 
this bank would be very small and, therefore, I think that in the 
case of this bank the removal of exemption in respect of branches 
in Part B and Part C Stales other than Delhi, Ajmer and Coorg 
would not have a serious effect. 

282. The banks in D class other than those in Travancore- 
Cochin should implement the Government modified decision with 
such change as I have recommended in an earlier chapter. Recom¬ 
mendations regarding banks in Travancore-Cochin are made in 
Chapter X. For reasons mentioned earlier (para. 49) I recommend 
that the position of D class banks should be reviewed at the end 
of five years from the 1st April 1954 with a view to considering the 
structure of wages and allowances for their employees. 

ADDENDUM 

After the report was finalised and had in fact been stencilled, 
the Commission has received some relevant information from 
banks relating to their position as on the 30th June 1955. The 
following table prepared from the information received from them 
shows a substantial increase in deposits of A, B and C classes of 
banks during the first half of 1955. I would only like to add that 
the substantial increase disclosed by the following table corrobo¬ 
rates the anticipation made in that behalf while drafting the 
report. 

Increase in deposits of A B and C class banks during the first half 

of 1955 


(Amounts in crorcs of rupees) 


Deposits as at 

Increase 

V./laSS 01 OallNb “ 

31-12-1954 

30-6-1955 


A (Indian) 

599 63 

6i8-86 

19-23 

A (Foreign) . 

175*52 

190-83 

15*31 

B .... 

126-77 

136-06 

9-29 

C .... 

70-10 

76-58 

6*48 

Totai- (49 banks) . 

972-02 

1022-33 

50-31 
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283. I have now come almost to tho end of my report. The 
problems connected with some special banks still remain to be 
Introduction considered and my recommendations remain to be 
V -11 j , enumerated serially and specifically. Chapter 
X will deal with the problem of special banks and the concluding 
Chapter will summarise my recommendations. Meanwhile, it 
seems to me that it would be relevant at this stage to consider 
the Government modified decision and express my comments on 
it. That would be the scope of this Chapter. 

284, As my report indicates, I have taken the view that Govern¬ 
ment were fully justified in creating area 4 and in making conse- 

Relevanceofthe changes in respect of the scales and 

. dearness allowance applicable to this area. I 

*** have, however, not agreed with the view that a 

part of this area deserves to be completely exempted from the 
operation of any award. I have likewise agreed with the view 
taken by Government that a large number of banks in C class- 
needed to be relieved of the burden of the Labour Appellate Tribu¬ 
nal decision and the provision made by the Government modified 
decision in clause 3(g) is, in my opinion, consonant with the 
equitable and human considerations which Industrial Tribunals 
should generally attempt to adopt in the decision of industrial 
disputes. It is somewhat unfortunate that, in the heat of the 
debate that followed the publication of the Government modified 
decision, advocates of social justice and of the cause of employees 
did not fully recognise the significance of the provisions which 
the modified decision has made under clause 3(g). On the other 
hand, having carefully considered the material which has been 
placed before me and having given anxious thought to the argu¬ 
ments which were urged before me by bankers, I have been 
constraint to come to the conclusion that Government weie not 
justified in interfering with the Labour Appellate Tribunal decision 
in so far as banks in A and B classes were concerned (the Bank of 
Bikaner in B class excepted). That is why, in fairness, I think 
I ought to indicate very briefly what I regard, with respect, to be 
the infirmities in the approach adopted by Government in coming 
to the conclusion in question. I wish to make it clear, howeve^ 
that, in making my comments on the Government modified 
deeikon, I should not be misunderstood as assuming that I am so 
confident about the correctness of my judgment that I feel inclin^ 
to infer that any alternative view is not possible. ^ I am ^ 
conscious that it is very difficult to come to a conclusion in indus¬ 
trial matters which can be said to be absolutely right. The 
validity and correctness of conclusions in industrial disputes is 
always relative, and dogmatic assertiveness in favour of one 
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^conclusion and against its alternative would be wholly out of time 
-with the spirit of enquiry and a modest search for truth which 
must be the guiding principles of a judge trying industrial disputes. 
It can be said truly about all adjudication, but more truly about 
industrial adjudication in particular, that a judge who makes no 
mistakes is yet to be born. It is in this spirit that I wish to offer a 
few comments on the Government modified decision. 

285. In examining the merits of the Government modified 

decision, it would be relevant to bear in mind the statutory back- 
Relevance of sec- ground of the powers which Government sought to 
d i**^"** in this case. I have already explained the 

Appellate Tribu-* statutory limits within which Government are 
nal) Act authorised to interfere with an award. It is only 

where and if Government are satisfied that their interference is 
called for on public grounds that they can either reject the whole 
of the award or modify it. The limits thus imposed by section 15 
necessarily postulate that Government would not be entitled to 
interfere with the award even if they thought that the award is 
not as sound as it should have been or is otherwise capable of im¬ 
provement in material particulars. The fact that an award is 
•defective and can be easily improved upon would, in my opinion, 
not be a sufficient justification for interference by Government 
under section 15. The defect or infirmity of the award which can 
justify the interference of Government must, in every case, 
amount to grounds which are in the nature of public grounds. In 
other words, the fact that Government, or in fact another judicial 
officer, might, on the merits, have taken a different line -n.d might 
have made different provisions would not always or necessarily 
constitute public grounds. 

286. The second point which needs to be emphasized is that 

statutorily the life of an award in the maximum is three years. 
__ - Under section 19 sub-section (3) of the Industrial 

& Act (XIV of 1947), it has been provided 

< 4 ) of tiie ladui- that an award shall remain in operation for one 
trial Disputes Act year, but that the appropriate (^vemment may 
reduce the said period and fix such period as it 
thinks fit. The said section further provides that the period of 
enforcement of the award may be extended by the appropriate 
Government, but that such extension can never exceed three years 
from the date on which the award came into operation. At the 
end of three years the matter would be at large and any defects in 
the award can be cured by subsequent adjudication if parties feel 
aggrived by the said defects and an industrial dispute arises 
Itetween them afresh. That is not all. Sub-section (4) of section 19 
■enables the appropriate Government to refer the award or a part 
of it to a Tribunal for decision whether the period of operation 
should not be shortened if it appeared to the appropriate Govem- 
ment suo moto, or on application made by any of the parties, that 
there has been a material change in the circumstances on which 
the award was based. It would thus be noticed that there are two 
checks provided by the statute. The first check is provided by 
■confining the life of the award to a maximum of three years; and 
the second check is provided by conferring on the appropriate 
Government authority to limit the life of the award on the ground 
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■fhtfchange in the circumstances and 
this can be done by referring the matter to a Tribunal. I am 
ref^mg to this statutory provision to show that, if it is represented 
to ^vern^ment that any award should not be enforced because its 
implementation would be inexpedient on public grounds, Govern¬ 
ment rnust be satisfied that public grounds which make the imple¬ 
mentation of the award inexpedient would be present in the 
iinmediate future. If the public grounds on which it is apprehend- 
ed that the implementation of the award would be inexpedient 
are not shown to come into existence, say for a couple of years, 
then I apprehend the proper course to adopt would be to invite the 
appropriate Government not to extend the life of the award after 
a year under section 19(3) or to exercise their powers under 
section 19(4), in which case it would not be desirable either to 
reject the award or to modify it straightway. If this be the true 
position, it would be relevant, to enquire whether Government 
•came to the conclusion that the implementation of the award 
would be inexpedient on public grounds in 1954 or in any subse¬ 
quent year. 


287. It may be urged that Government were impressed by the 
argument that, if the Labour Appellate Tribunal decision was once 
tioat a t allowed to be enforced, it would be very dilRcult 
todecislve****^ reduce the wage structure or the dearness allow¬ 
ance later on. Perhaps as a practical proposition 
there may be some force in this contention. But looking at the 
question theoretically, this consideration may not have relevance 
on the question of law with which I am dealing. If, in a given 
case, Government are told that in respect of a particular award its 
implementation may involve the trade in trouble ten years from 
the date of the award, would Government feel justified in inter¬ 
fering with the award on the anticipated result of the impact of 
the award in future? Besides, theoretically it would be possible 
for an Industrial Tribunal to reduce the wage structure and the 
dearness allowance if it is shown that the fixation of the structure 
and dearness allowance by an earlier award had imposed on the 
trade or business an unduly large burden, or that circumstances 
had changed since the time of the first award and these circum¬ 
stances necessitated the lowering of the wage structure and dear¬ 
ness allowance. It would also he unreasonable, if not irrational, 
to base one's conclusion in respect of such awards on hypothetical 
long-term considerations, because quite clearly it would be im¬ 
possible to anticipate the shape of relevant circumstances in the 
distant future, particularly in the context of the quickening tempo 
of economy in this country. 


288. The point of law which I have sought to raise be reference 
to section 19 sub-sections (3) and (4) of the Industrial Disputes 
Dearneas allowaa- Act tends to become stronger in the present case 
the main point when it is remembered that the only substantial 
in dispute modification which has been made by the Govem- 

Hpoision relates to the dearness allowance. It 
woSld thefefort be permissible to assume that Government did 
not feel diSosed to interfere with the mam wage structure on the 
Inerits If it appeared to Government that the dearness allowance 
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had been fixed by the Labour Appellate Tribunal unduly liberally 
or on an erroneous basis and as a result banks were called upon 
to face a financial burden beyond their capacity, it would be 
relevant to enquire whether recourse to the provisions of section 19 
sub-sections (3) and (4) in proper time and in the manner pres¬ 
cribed by the said sub-sections would not have met the require¬ 
ments of the case. Was it really necessary to exercise the powers 
of interference under section 15 in such case? 

289. The Labour Appellate Tribunal bitterly complained that 
banks were reluctant to produce before them evidence which the 
A word about the Tribunal thought was relevant. The members of 
deasionofthe the Tribunal had, therefore^ no alternative but to 
Labour Appellate base their conclusions on such material as was 
Tribunal available to them. In respect of A and B class 

banks, they studied the relevant “Statistical Tables” and “Reports 
on the Trend and Progress of Banking in India” published by the 
Reserve Bank of India. In particular they closely examined the 
position of the net profits of these two classes of banks and came 
to the conclusion that the figures “bespeak banks of abundant 
vitality”. Incidentally they also took into account the fact that, 
though banks had complained that the impact of the Sen award 
would be extremely unfavourable to the stability of the banking 
business in the country, actual experience belied those apprehen¬ 
sions, and despite the implementation of the Sen scales which 
started in 1950 the net profits of all India scheduled banks had 
increased from Rs. 6-58 crores in 1950 to Rs. 7-43 crores in 1952 
The relevant figures which were produced before the Labour 
Appellate Tribunal related to the years 1949 to 1952. The award 
shows that the members of the Tribunal realised that, in fixing 
the wage structure, they were inevitably making certain assump¬ 
tions as to the future position of the banking business in this 
country considered class-wise. But this of guess-work cannot be 
avoided in any industrial adjudication that is concerned with the 
fixation of wage structure. It seems to me that, considering the 
figures which were produced before the Labour Appellate Tribu¬ 
nal, it would be difficult to contend that their final conclusions are 
completely inconsistent with the trend of the figures that they 
considered. Banks have throughout sworn by the Sastry award. 
But it significant that the Sastry award had attempted to fix the 
minimum wage structure, the idea being that the wage structure 
should be within easy reach of the weakest link in the class; and 
that indeed was the main attack made by employees against the 
Sastry award before the Labour Appellate Tribunal and the 
Labour Appellate Tribunal held that the attack was valid. I am 
disposed to agree with the view thus expressed by the Labour 
Appellate Tribunal. The task of fixing a wage structure is 
undoubtedly very onerous and very difficult in industrial adjudi¬ 
cation. Though the wage structure should not be unduly beyond 
the reach of the weakest link, an Industrial Tribunal would not 
be justified in adopting the line of least resistance and in fixing a 
wage structure which it itself describes as the minimum wage 
structure. Incidentally, in fairness to the Sastry Tribunal, I 
must not omit to add that the award of the Sastry Tribunal in 
more places than one had expressed the hope that some of the 
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banks that could easily bear the burden of a much higher wage 
structure should not convert the minimum into the ma^mum and 

by the employees 

and agree to pay higher wages to them. This hope never ihateria- 
lised. pere IS reason to believe that, if the major banks had 
responded to the appeal made by the Sastry Tribunal in its award, 
th 0 dispute b 0 tw 60 n banks and their employees might not have 
become so bitter and might perhaps have ended much earlier. On 
the merits, then, confining myself to the figures produced before 
the Labour Appellate Tribunal, it would not be easy to hold that 
the conclusions of the Labour Appellate Tribunal were inconsis* 
tent with the trend of the banking business as it was disclosed by 
the relevant figures before the Tribunal. 


290. After the decision of the Labour Appellate Tribunal was 
pronounced, banks represented to Government that the trend 
Representation by disclosed by the figures of 1953 showed a distinct 
banks to Govern- decline in earnings and that if the same decline 
of the continue in subsequent years the burden 
Labour Appellate imposed on banks by the Labour Appellate Tribu- 
Tribunai decision nal decision would spell disaster to the banking 
busineiss of the country. Government had naturally to consider 
this allegation seriously and they felt that for a serious and 
thorough examination of the said allegation it would be useful to 
collect relevant data. That is why Government asked the Reserve 
Bank of India to collect the relevant material from five or six 
banks from each class from different areas showing the effects of 
the awards on their establishment charges and on their general 
financial position. It must be conceded that the figures of 1953 
did tend to show a decline, and if it could be reasonably anticipated 
that the story of decline would be repeated in subsequent years 
and that the figures would remain at the same level as in 1953, then 
the apprehensions of banks could not be easily dismissed as 
wholly unjustified. The crux of the problem, therefore, lay within 
a narrow compass. In considering the impact of the Labour 
Appellate Tribunal decision, would banks be justified in asking 
Government to assume that there would be no improvement in the 
banking business at all and that the low level banking figures in 1953 
would continue in 1954, and 1955 and 1956? Presumably after the 
Reserve Bank of India collected the necessary information and 
examined it and a report was received from the Reserve Bank, 
Government decided the matter on the assumption that the con¬ 
tention of banks that the low level of 1953 would persist in 1954, 
1955 and 1956, and it is in respect of this basic assumption that, 
with very great respect, I beg to differ. 


291 Pursuant to the directions from the Government of India, 
the Reserve Bank addressed 36 banks and called for relevant 
information from them; however, only 30 banks 
Object!3nsainst supplied the required information. In selecting 
rhe sampling these banks, the Reserve Bank adopted the 
methods adopted sampling method. The usefulness and validity 
of the sampling method is, of course, not in dispute where the 
universe with which the economist or statistician is concerned is 
very large. Where, however, as in the present enquiry, the 
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universe with which we are concerned is not large, the utility of 
the sampling method is open to question. Besides, it is not very 
clear whether the selection of the banks class-wise and area-wise 
was made in accordance with correct statistical principles in the 
present case. I apprehend that, in coming to their conclusion. 
Government may perhaps have overrated the utility of the 
sampling method in the present dispute. I am disposed to think 
that results achieved by the adoption of the sampling method 
cannot reasonably be regarded as decisive in a dispute of the 
present kind. It may be that two views are possible on this 
subject. But, in fairness, I ought to indicate which view I have 
accepted. If it is remembered that the banking dispute can be 
considered cither class-wise or bank-wise, it would be possible to 
appreciate the argument that the universe in question is narrow and 
that the nature of the approach to the dispute does not permit 
exaggerated importance to be attached to the utility of the 
sampling method. 

292. A more serious objection which, with respect, falls to be 
raised against the approach adopted by Government in coming to 
Is tTie asiu-nt) on conclusion relates to the assumption presum- 

that the low level ably made by them that the decline in banking 
busine.ss evidenced by the figures of 1953 would 
in I9J3 would per- be repeated in the three subsequent years. It 
ycars'iu^tined'”* would not be unfair, I think, to as.sume that the 
Government decision was substontially influenced 
by the consideration that there had been a progressive decrease in 
the aggregate net profits of banks for the years 1951 to 1953 and 
that the income of the Indian banks for 1954 would continue to be 
practically at the same level as for 1953. In this connection, it may 
be relevant to point out that the figures of 1954, which were avail¬ 
able up to the time when Government pronounced their modified 
decision, do not, in my opinion, lend support to this assumption. 
The comparative figures of July 1953 and July 1954 may, in this, 
connection, be considered. The figures of total deposits in July 
1953 and July 1954 respectively were Rs. 890-5 crores and Rs. 939-7 
crores. Similai’ly, the figures of cash and bank balances including 
money at call were Rs. 111-5 crores and Rs. 110-1 crores, while the 
advances amounted to Rs. 532 0 crores and Rs. 556-9 crores. It 
would also be relevant to point out that the “Trend and Progress 
of Banking in India” published by the Reserve Bank described the 
year 1953 as a quiet year; and in commenting on the features of 
this quiet year, the report has observed that the increase in 
deposits of banks in 1953 following a slight decline in 1952 seems 
to indicate that the post-Partition downward movement in deposits 
had been arrested. Besides, the figures in respect of the banking 
business in the country as on the last Friday of June 1954 indicated 
that the total deposits of all banks had increased to Rs. 924‘4 
crores as against Rs. 891-7 crores on the last Friday of December 
1953. Similarly, their cash and bank balances including money at 
call and short notice had risen from Rs. 107'4 crores in December 
1953 to Rs. 109-7 crores in Jime 1954, and the total advances had 
also gone up from Rs. 503-9 crores to Rs. 572-7 crores during the- 
same period. As I have already indicated, in considering the- 
effects of the impact of the Labour Appellate Tribunal decision oa 
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the banking business of this country, it is necessary to correlate^ 
the gross earnings of banks with the structure of their expenditure, 
and a projection of these figures into two or three future years- 
needs to be studied for the purpose of coming to a valid conclusion 
on this point. The projection in respect of the expenditure figures 
presents no difficulty, because these figures are supplied by banks 
and they have to be projected after making suitable adjustments 
in regard to provision for income-tax as indicated in an earlier 
Chapter of this report. The projection of the gross earnings, how¬ 
ever, is a difficult matter and unless the gross earnings are duly 
and properly projected it would be impossible to get a complete 
picture of the bank’s financial position in the two or three subse¬ 
quent years. In projecting the gross earnings in subsequent years, 
guess-work is inevitable; before I took a final decision in the 
matter of this projection, I consulted some economist friends. I 
also discussed this question with the advisers at length; and my 
final conclusion received their full approval. 11 may be that two 
views were po.ssible. The rise which was obviously discernible 
in the figures of ■' 4 , according to one view, indicated 
that banks had turned the corner, that the phase of 
decline had come to an end, recession had been arrested 
and an upward tendency was clearly di.scernible. On this view, it 
would be reasonable—and, indeed, essential—to assume that the 
figures of gross earnings of banks in subsequent years wu)uld not 
go below the corresponding figures for 1954 . On the other hand, 
it may have been possible to take the view that, though the figures 
of 1954 registered an appreciable rise, it was too early to anticipate 
that the level of the rise would be maintained in subsequent years. 
Whether Government took this view or whether in coming to their 
conclusion their attention to the rise in the figures of 1954 was not 
effectively drawn by bankers, it is diflicult to say. 1 may he per¬ 
mitted to add that 1 cannot escape the feeliiig that the rising trend 
in the banking business which was disclosed by the figures of 
available until the date of the Government decision was 

not noticed by Government But, as 1 farmed 

rallv it mav be that two views are possible. That is why J armea 
myself with the opinion of some economists, and. more particularly 
wfth thi opinion of bankers themselves. Apart from the evidence 
S expert opinion, however, the story disclosed by subsequent 

sequently in their conclusions. 

293. There ie ““‘l-'/XSal frSfttflaS “The impact 

RM Five Year Plan on ‘»e bankmgjb^m^ 
Hrst Five Year gf this country does not appear 

Plan not fully considered. When I request the bankers to give 
considered ^ estimate as to the impact of the First Five- 

M f » 
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impact of the First Five Year Plan would be favourable to banks 
and would add to their gross earnings. Naturally, they were reluct¬ 
ant to attempt the difficult task of estimating the extent or magni¬ 
tude of the addition to the gross earnings which the impact of the 
Plan may cause and I myself fully imderstand the difficulty of making 
any such anticipation. The question, then, which arises for decision 
is whether it would be reasonable to assume that, as a result of 
the impact of the First Five Year Plan, the rise in the banking 
business registered in 1954 may not turn out to be the special feature 
of 1954 alone and that in all probability the level of 1954 may be 
retained in 1955 and 1956 with a possibility that there may be a rise 
in the said level. Incidentally, it was known even in 1954, when 
Government took their decision, that the Second Five Year Plan 
was going to follow the First Five Year Plan, and in the very nature 
of the scheme of planning the Second Five Year Plan would involve 
a much larger expenditure and would naturally have a comparative¬ 
ly bigger impact on the banking business of the country. It is true 
that in August 1954 the consideration of the impact of the Second 
Five Year Plan was not in the realm of actuality. But if the Second 
Five Year Plan was certain to follow and it was reasonable to expect 
that its impact would, on the whole, be more helpful to banking 
business of the country, it would, I think, be relevant to bear 
in mind the effect of this possible impact when one is considering 
the question as to whether the banking business in the country 
would find it impossible to bear the burden of the Labour Appellate 
Tribunal decision. With very great respect, I entertain a serious 
doubt as to whether these aspects were fully taken into account by 
Government when they came to their conclusion that the burden 
of the Labour Appellate Tribunal decision would be too much for 
the financial resources of the banking business in this country. If 
this view is right, then it introduces another infirmity in the approach 
of Government and affects the validity of their conclusion. Before 
I part with this topic, I think it would be useful to cite the opinion 
expressed by the Reserve Bank of India in the “Trend and Progress 
of Banking in India” for the year 1954. “The rising trend in 
deposits”, says the report, “confirms the observation made in the 
report for 1953 that the post-Partition decline in deposits has been 
arrested; in fact, a phase of deposit expansion related in the main 
to the rising tempo of Government outlay under the Five Year Plan 
seems to have begun”.* In this connection, it would, I think, be 
permissible to cite also the general observations in Chapter IV of 
the “Report on Currency and Finance” for the year 1954-55 published 
by the Reserve Bank of India. This publication has reached the 
Commission whilst I am finalising my report and it appears to me 
that the general observations which I am about to quote from it 
have a material bearing on the problem I am discussing at this place. 
Under the heading “General”, Chapter IV of the publication, which 
deals with “Money and Banking”, opens with these general observa¬ 
tions; 

“Along with the growth in output, and largely sustained by it, 
was the considerable expansion both in money supply and in 
banking activity during the year. The removal of physical controls 
■over a wide sector also tended to increase the demands upon the 
fbanking system. The faster pace of Government spending on 

•Cphater li page 4 of the report. ~ 
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economic development resulted in a larger budgetary deficit, which 
was one of the main causes affecting monetary circulation. Con¬ 
currently, there was a sizeable extension of bank credit. These two 
factors, offset partially by the rise in time liabilities of the scheduled 
banks and by the open market operations of the Reserve Bank> 
provide the explanation for a rise of Rs. 124 crores in money supply 
with the public in 1954-55, which compares with the increase of 
Rs. 72 crores in 1953-54 and contrasts sharply with the decline of 
Rs. 221 crores during the preceding two years. For the first four 
years of the Plan, there was a net decline in money supply of Rs. 24 
crores. The expansion in money supply during 1954-55 has, how- 
ever, not led to any signs of inflationary pressures and has thus 
contributed to the achievement of growth with stability. 


“Resources of the banking system could not but be affected by 
the budget deficit. The net deposit liabilities of scheduled banks 
rose by Rs. 94 crores during the year, providing a sharp contrast 
to only a nominal rise in the previous two years. On these 
resources, banks were able to extend additional credit to the tune 
of Rs. 66 crores, as against only a nominal rise in bank credit of 
Rs. 6 crores in 1953-54 and a sharp contraction of Rs. 51 crores in. 
the year before. They were also able to build up their investments, 
mainly in government securities which showed a rise of Rs. 25 crore.s. 
during the year.” 


I think it would be legitimate to point out that these observations,, 
in the main, support the reasonableness of the assumption which I 
have made in projecting gross earnings of banks in three subsequent 
years. 

294. There is one more aspect of the matter to which I niust 
refer. In deciding whether interference with the d€?cision of the 
The implicaticns Labour Appellate Tribunal was justified under 
of class-wise or section 15 of the Industrial Disputes (Appellate 
bank-wise appro- Act, 1950 it was necessary to consider 

ach werc cons'- of the class-wise or bank-wise approach 

on the complaint made by bankers. If a bank-wise approach bad 
to be adopted, then the case of each bank should have been spccifi- 
callv and separately considered and suitable modifications made, if 
necLary % the decision of the Labour Appellate Tribuna m 
r«pect oi thes« tonte “ “ V* 

rSaf a^corlrto TrLnal d^on. It 

is not clear ’"5'®‘'";L‘?°Covcrnmenl fclt impressed by the argument 

Sa?^re“baSn«^^^ 

^d s?47yrMrdJn” K&cn. years. But it tb. 

45 M of L—12 
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approach is class-wise and if it is found that a class can bear the 
i)urden, it would not be fair to upset the whole wage structure 
solely on the ground that one or two units that happen to be weak 
units in the class cannot comfortably or easily bear the burden. 
After all, it is important to remember that the dispute is between 
employees who claim a fair wage and banks that do not appear to 
be over-enthusiastic to recognise their claim. In such a case, social 
justice, requires that at least banks that admit their ability to pay, 
or those that can be proved to be able to pay, should bear the 
burden of the Labour Appellate Tribunal decision. With very great 
respect, it seems to me unfair that bankers should expect the wage 
structure to be so arranged as to be within easy or comfortable 
Teach of the weakest link, though it may be far below the reach of 
the stronger units in the same class. 

295. I have made it clear in my report that, consistently with 
the terms of my reference, I have refrained from adopting a doctri- 
Is it open to banks naire approach in making my recommendations. In 
to claim that t^e dealing with banks falling in A and B classes, it 
-adjudicated^'^upon ^ have, in the first instance, looked at 

bank-wise at this the problem class-wise in my report. But before 
-stage, ( ) proceeding to draft and dictate my report, I criti¬ 

cally examined the position of each individual bank even in these 
two classes and my analysis and final conclusions in respect of each 
•of these banks are recorded in my confidential report.. Even so, I 
have dealt with the cases of banks that seriously disputed their 
ability to bear the burden of the Labour Appellate Tribunal decision 
in my public report. The terms of my reference require that I 
should consider the result of the impact of the decision, not only 
on the classes of banks, but on the individual units of the banking 
business, and that explains the procedure which I have adopted in 
making my recommendations. It seems to me, however, that in 
considering the* question as to whether Government were justified 
in interfering with the decision, it may be permissible to enquire 
whether, in invoking the power of Government under section 15 of 
the Act, it was open to banks to request Government to consider 
the effect of the impact of the decision on individual banks as such. 
In other words, was it open to banks at that .stage to request Gov¬ 
ernment to examine the problem bank-wise and not class-wise, and 
then decide whether the grievance of banks, at any rate of some of 
them, was justified or not? I am fully conscious that industrial 
adjudication should not be burdened with mere technicalities that 
may be relevant and material in ordinary adjudication before ordi¬ 
nary Courts of law. Even so, it seems to me that, in view of the 
fact that banks had unanimously agreed before the Tribunals that 
the proper approach to deal with the dispute was not bank-wise, 
but class-wise, it would not have been open to them to challenge 
the basis of the decision of the dispute altogether and to press upon 
Government the contention that class-wise approach had inflicted 
injuries on individual units of the banking business and so the pro¬ 
blem should be considered afresh on the basis of bank-wise approach 
Estoppel may, in a sense, be regarded as a technical consideration. 
But estoppel, often enough, helps fairplay and justice. In the present 
■case, it would be unfair to the Tribunals, and, I apprehend, even to 
employees, if banks were allowed to change their attitude after 
all the proceedings before both the Tribunals were over and then 
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contrad that class-wise approach which had been adopted by both 
Tribunals with their express concurrence should be dropped 
Biid bank-wisG approach should be adopted instead. May I suggest, 
with respect, that Government, in exercising their power under 
section 15, should and would be slow in allowing any party to change 
its attitude and, as w;e often say in courts of law, to approbate and 
reprobate? Since it is not clear whether Government came to their 
decision by adopting a class-wise or bank-wise approach, I thought 
it may be relevant to set out this point for the consideration of 
Government. 

296. Shortly stated, the position appears to be that the decision 
of the Labour Appellate Tribunal was based upon the examination 
of figures produced before the Tribunal in respect of the years 1949 
to 1952. The representation of bankers to Government' was pre¬ 
sumably based substantially upon the figures of 1953 coupled with 
the argument that the figures of 1953 would show no improvement 
in the years 1954, 1955 and 1956. In my present enquiry, however, 
it has been conceded by most of the bankers that the decline in 
banking business has been arrested in 1954 and that the figures of 
1954 indicate an upward trend. They also conceded that, having 
regard to all the revelant circumstances, it was reasonable to assume 
that the level of figures of 1954 would be maintained in two or three 
subsequent years and that perhaps it may even be that years sub¬ 
sequent to i954 may show a slightly upward trend. It is obvious 
that the business of banking is not a static business and so the task 
of anticipating the gross earnings of the banking business in any 
subsequent year is not at all easy. Fortunately, however, it appear¬ 
ed to be common ground between most of the bankers and employees 
before me that it would not be unrea.sonable to assume that the 
gross earnings of 1954 can be safely projected into three subsequent 
years because bankers did not seem to apprehend a fall in the level 
of those figures in the approximate future. I would like to add that 
the procedure adopted in Judging the capacity of banks to pay class- 
wise or bank-wise was explained to each banker when the case of 
his bank was examined in the presence of employees and there was 
agreement on the point that the method adopted by us was, on the 
whole, satisfactory and reasonable. That is why I have observed 
that the controversy really lies within a very narrow compass. 
Were Government Justified in assuming that the low Itwel of banking 
figures of 1953 would be continued in 1954, 1955 and 1956? Or is 
the Commission justified in assuming that the figures of 1954 
represented a rising trend in the banking economy of the country 
and that it would be safe and reasonable to assume that there 
would not be any return to the low figures of 1953 in 1955, 1956 and 
1957 and that at the lowest the figures of 1954 would continue in 
1955, 1956 and 1957? In such a case, it is naturally difficult to 
assume that one view is definitely right and the other is definitely 
wrong. I have set out as best as I could the relative merits of the 
two views, and since I have accepted the view that the figures of 
1954 can be safely projected into 1955, 1956 and 1957 I am disposed 
to think that the contrary view on which the Government decision 
is based is not justified, and that introduces an infirmity in the 
■decision of Government. 



CHAPTER X 

Problems connected with some special cases 
The problem of banks incorporated in the Travancore-Cochin State 

297. This chapter would be devoted to the consideration of 
problems connected with special banks. I would begin by discussing 

The background first the problem presented by the banks in Travan¬ 
core-Cochin State. Banks incorporated in the 
Travancore-Cochin State present peculiar problems of their own 
while occupying at the same time a very important place 
in the economy of that part of the country. It is a predominantly 
small economy, essentially agricultural, and is based on a vast 
educated lower-middle class which forms a majority of the popu¬ 
lation of that State. Consequently the banking units incorporated 
in this area are very small in point of paid-up capital, reserves and 
total resources and, therefore, in respect of their profits as well. 
There are as many as about 160 banks incorporated in this small 
State out of which only 5 have been admitted to the Second 
Schedule to the Reserve Bank of India Act, 1934 while only 17 
have branches outside the State thereby being made parties to the 
present dispute. The size and resources of these 160 banks can 
be gauged by the fact that the total deposits of all of them aggre¬ 
gate only about Rs. 26 crores. Only 4 of them have resources of 
above Rs. 2 crores each, 4 have resources between Rs. 1 crore and 
Rs. 2 crores, 25 have resources between Rs. 25 lakhs and Rs. 1 crore, 
and the rest have resources ranging from Rs. 1 lakh to Rs. 25 lakhs. 
The profit position of these banks has also not been very happy. 
Most of them have not been able to pay any dividend at all. The 
volume and extent of the resources, earnings and establishment 
charges of these reporting banks as classified according to the 
awards are shown in Statement No. 24 attached to this report. 

298. The banking industry in the State is of recent origin the 
oldest amongst banks having been incorporated in about the year 
1920 and they have, therefore, not had much time to consolidate 
their position nor have they had any facilities for effecting a rapid 
growth in their capital as well as their business. Their resources 
are also of a lopsided nature, in that the proportion of time de¬ 
posits to total deposits is rather high which carry a high rate of 
interest with the result that the cost of obtaining funds is almost 
prohibitive. The effect of this is that banks have per force to seek 
channels of investments which would yield a high return on their 
funds even at the cost of increased risks. The rates of interest, 
offered on Government securities are not sufficiently attractive for 
this purpose and, therefore, such securities account for only a small 
proportion of the total investment of their funds by these banks. 
Consequently, the liquid position of most of them is poor and the 
financial position weak. Banks, thus, find it difficult to comply with 
those provisions of the Banking Companies Act which require the 
maintenance of a liquid position of a higher order as well as the 
observance of certain accepted standards in the matter of investment 

158 
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of their funds. Most of their advances are either acrainst landed 
property or to persons who are holding land. The Ssed leS 
Limitation in the State may, it is alleged affect 
the financial position of these banking institutions as thf vkluHf 
landed property is expected to be considerably reduced when the 
said legislation IS enacted and there is a scramble for disposal of 
l^e excess holdings by the landlords within the stipulated time 
This apprehension had led the Travancore-Cochin Bankers’ Asso- 
eiation to represent to the Reserve Bank of India for the relaxation 
of some of the stringent provision of the Banking Companies Act 
and this had been granted especially in respect of sections 11 and 
24 of the Act, which lay down the statutory requirements regarding 
the paid-up capital and reserves of banks and the maintenance of 
certain proportion of quick assets to the total outside liabilities 
respectively. The exemption thus granted was initially for a period 
of one year and was further extended by another year. 


299. It is against the background of these working conditions 
that the case of banks incorporated in the State, which have been 
made parties to the dispute, has to be considered. 
Difficulties plea- Both the Travancore-Cochin Bankers’ Association, 
-ded by banks Kottayam and the Kerala Bankers’ Association, 
Trichur 6 and 9 members of which respectively 
have been made parties to the dispute, had, in the early stages of 
the present enquiry, made representations to the Commission for 
treating the case of these banks as a special one; they stated in the 
memoranda submitted by them that it was unfair to compel banks 
incorporated in this area to pay their workmen all-India scales 
which are necessarily based on the pay scales of big banks in India. 
They had pleaded that the basis of the pay in their case should be 
according to the ability of these banks to pay, a point which accord¬ 
ing to them had not been duly considered till then. They had 
further contended that on account of the predominantly agricul¬ 
tural economy of the area the margin of profit of banks incorporated 
in the State could not be computed on a par with banks elsewhere 
in India and that the inherent defects of their particular economy 
necessitated larger provisions for writing off bad and doubtful debrs. 
Notwithstanding all these defects these banks had till now been 
rendering very valuable service to the agriculturist-cum-mercantile 
community as well as to the lower middle class. In case, therefore, 
this service was suddenly withdrawn it would create a void in the 
credit structure of the area and rural uplift in the State would 
receive a setback. 


300. Considering the peculiar circunistances in which banks 
incorporated in the State as well as their employees functioned, it 
was considered necessary to conduct an on-the-spot enquiry into 
their working conditions and the late Shri Justice 
Local enouiry by Raiadhyaksha, accompanied by Adviser Shri Savkar 
the Commission and Secretary Shri Korke, toured the State eaily in 
January 1955 visiting 4 important centres, viz. 
Cochin (Emakulam), Kottayam, Trichur and Trivandrum where 
most of the banking companies which are parties to the dispute 
have their registered offices. The re^esentations 
at all these centres, except that by the Travancore Bank, Tnyandru 
were almost all on identical lines and they all pleaded for total 
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exemption of banks in this area from the application of the all- 
India awards. They stated that although such all-India awards at 
present affected only 17 banks out of about 160, any upwards grada¬ 
tion in the wage scales of their workmen would start discontent 
amongst the workers of the other banks and these too in their turn 
would have to upgrade their wage scales in order to ensure peace in 
the industry. In the alternative they suggested reclassification of the 
affected banks into additional groups on the basis of their total 
deposits, a method adopted by the Reserve Bank in the Statistical 
Tables published by it, and fixing wage scales for them lower than 
those stipulated for D class banks under the awards. Some of the 
other suggestions made by these banks related to alternative 
methods of classification or of judging capacity to pay and to in¬ 
clusion of additional areas for total exemption from the awards as 
in the case of area 5 as created under the scheme of the Government 
Modification. The Commission was told by experts having know¬ 
ledge of financial conditions in the State that they shared the 
apprehensions of the bankers and the conditions of banking in the 
State also confirm the view that the proposed Land Limitation Act 
may prove unfavourable to the banking business in the State. In 
their opinion the State was definitely over-banked and the position 
of most of the banks was illiquid. The banking structure of the 
State could be improved either by amalgamation of the weaker 
units or by the process of elimination of the undesirable units by 
refusal of a licence to them by the Reserve Bank under section 22 
of the Banking Companies Act, 1949. This appeared to be the effect 
of expert opinion consulted by the Commission. 


301. The Commission, during its tour also met the representatives 
of the regional union of employees as well as those of two indivi- 
dual constituents thereof. The constituent unions 
mpioyeescase mainly concerned with the area classification 

bf the places to which they belonged; they contended that the said 
places should be classified as area 1 on account of the high cost of 
living prevailing there due to industrialisation thereof or due to 
certain other causes peculiar to those places. The employees’ 


representatives, however, could not produce any satisfactory statis¬ 
tics regarding actual cost of living at these places in support of 
their above contention. The representatives were not able to give 
the Commission much help in the matter. They merely contended 
in a general way, that banks in the State were in a position to 
bear the wage scales fixed by the Labour Appellate Tribunal and 
their position was stable on account of the Kuri business carried 


on by them. According to the employees if banks had suffered any 
losses on this account it was due to the defective or fictitious 


security obtained by them in some of their transactions. They 
further discredited the fears regarding any possible landslide in the 
price of agricultural or other land as a result of the proposed Land 
Limitation Act as, according to them, the land hunger in the State 
was very acute and any land offered for sale would easily fetch 
a good price provided its title was good. There was, therefore, nc 
fear of any loss to banks on this account. They drew the Com¬ 
mission’s attention to the fact that the State Government had 


recently increased the wage scales of their employees and there 
was, therefore, a strong case for bettering the lot of bank employees^ 
as well. 
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302. As regards the suggestion of the banks that the entire area' 
of Travancore-Cochin State should be totally exempted from tke 
. e r- <>P^ration of any award for an indefinite period, this 
tion”ctts 1 *c™d cannot obviously be entertained as it would mean 
continuance of status quo without any attempt being 
made to improve the situation. I feel that .some of the diflfk 
culties and apprehensions expressed by these banks may be well 
founded and that in my opinion calls for a special treatment 
of the problem. Most of the banks confining their activities to the 
Travancore-Cochin State are uneconomic units and one of the reasons 
for their financial weakness is the overwhelming number of banks- 
in the State and the consequent keen competition encountered by 
them in their day to day business. The solution to their present 
problem does not, however, lie in the avoidance of conditions which 
may require an upward revision of the present salary scales of their 
employees, but in the reorganisation of the entire banking structure. 
MoreoVer. it would not be proper to deny employees of the 17 banks 
which are parties to the dispute, the benefits that their ‘confrere’ 
would be receiving in other parts of the country just because they 
happen to serve in banks situated in the Travancore-Cochin State. 
The second suggestion made by the bankers regarding reclassifi¬ 
cation of the affected banks into separate groups and allowing them 
to pay their workmen according to scales lower than those appli¬ 
cable to D class banks cannot also be accepted; a reclassification 
of banks on the lines adopted by the Reserve Bank would 
mean construction of a very large number of scales ol pa> etc. 
for about eleyen groups of banks, and that would be beyond the 
rSlm of pScalfiiity.^ I feel it would not also be equi aole to 
fix for workmen of these banks salary scales lower than those for 
D class banks which obviously and admittedly represent the basic 
m- iSnimum wage and these banks are not entitled to claim that 
they should be allowed to pay their workmen less than the basic 

or minimum wage. 

Tt would thus appear that the views expressed by banks 

S—.‘■'The 

problem; Need fo«-which ^ 3 ^^, are usually small: most 

thorough exami- ting units of these banks 

nation of them operate in ® ;tc£>if nnnears to be 

—t ,ow. ana 

the special problem posed by Reserve Bank of India and a 

ready received the attention Reserve Bank to consider 

special enquiry has been -nd Limitation Bill, which is 

this problem, r^^^-.iature also introduces another compli- 

on the anvil of the local Legi ’ ^ inconsistent and conflicting 

cation on which therefore, inclined to take the 

views before the of these banks should be more 

view that, in order that the ^^e neSary to hold an enquii-v 
comprehensively \vjan jg permissible under the terms of 

covering an area m^uch larger than gndations in respect c£ 

reference of this Commission. The recommen 
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banks that are parties to the present dispute would naturally have 
their repercussions on the wage structure of several other banks 
which are not before the Commission. Besides, if any recommenda¬ 
tions are made in respect of the banks before me, they may tend to 
.affect the general economy of the area itself. On the whole, there¬ 
fore, I feel satisfied that it would be advisible to leave the Govern¬ 
ment modified decision unchanged in respect of these banks. 

304. I wish to make it clear that I come to this conclusion not 
without reluctance and the primary reason which has weighed in 

my mind in coming to this conclusion is that, on 
Recommendations the terms of reference as they stand, it would not 
be competent for me to consider several aspects of the matter 
which are relevant and important. That is why I see no alternative 
but to recommend that the Government modified decision 
in its entirety should be implemented by these banks. The creation 
of area 4 together with complete exemption granted to a part of 
the said area should also operate in respect of these banks in so 
far as branches of these banks situated within the limits of 
Travancore-Cochin are concerned. I am, however, anxious that 
this state of affairs should not be allowed to continue for an in¬ 
definite period, and that takes me to the other recommendation 
which I wish to make in respect of these banks. 

305. The second recommendation, which I wish to make to 

Government as a corollary to my first recommendation, is that 
Government should, as soon as may be expedient, appoint a Com¬ 
mission to study the problem of the banking system in the 
Travanoore-Cochin State comprehensively do novo. I suggest that 
on the Commission to be appointed wide powers should be conferred 
so as to enable it to examine, not only the financial position of these 
banks and the terms and conditions of service of their employees, 
but also similar problems in regard to all the banks in Travancore- 
Cochin. The Commission should also be able to examine the effect 
of its recommendations on the general economy of the area and 
tc suggest suitable methods for strengthening the banking business 
in this area, such as amalgamation of weaker units and elimination 
of those that cannot usefully survive. I should also like to add 
that, in my opinion, the operation of the Government modified 
decision in its entirety in respect of the banks in question should 
continue for a period of two years from the date when Government 
announce their decision after copsidering my report, or until the 
recommendations of the Commission to be appointed are received 
by Government and are implemented, whichever event happens 
earlier. In case Government do not think it expedient to appoint 
a Commission as suggested by me, or in case a Commission is 
appointed but is unable to make its recommendations within two 
years, or its recommendations are received but not implemented 
within two years, then I would recommend that the exemption 
granted by the Government modified decision to a part of area 4, 
which has been described as area 5 in my report, should cease to 
be operative. If no Commission is appointed the position of D class 
banks incorporated in the Travancore-Cochin State should be 
reviewed as at the end of March 1959 along with other D class 
banks. ' 
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^iffprp'nJ^^Tt Trayancore Bank, however, is entirely 

^different. It is a State-sponsored institution and its financial position 

'The Travancore !ff Managing Director 

Bank the bank told the Commission that the question 

of India in tVin T the bank as agent o£ the Reserve Bank 

. tndia in the Travancore-Cochm State was under the active cnn. 

sideration of the Reserve Bank. It is not unlikely that this bank 
taken over by the State Bank of Incia S apar\ 
1+ considerations, on an examination ol the financial position 

of the bank, I have come to the conclusion that the Travancore 
Bank would find no difficulty in implementing the Labour Appellate 
Tribunal decision applicable to C class. In respect of this bank 
the exemption granted by the Government modified decision as 
regards area 5 will not apply. In other words, this bank should 
implenient the Labour Appellate Tribunal decision like the other 
banks in C class to which I have already referred to in accordance 
with my relevant recommendation. 


307. I will now proceed to deal with the cases of banks which 
Mppily have been able to arrive at amicable arrangements with 
their employees. When the cases of individual banks were con¬ 
sidered by the Commission in the presence of banks and their em- 
ployees, it appeared to me that in the case of some banks it would 
be desirable to attempt an amicable settlement between the parties. 
Before the case of an individual bank was called out before the 
Commission, the figures of the bank and other relevant information 
had been examined by me in collaboration with the Advisers, and 
in respect of the banks which are the subject-matter of the present 
section I felt prima facie that there were some special aspects of 
the problem which would be best solved by amicable settlement. 
I was conscious that it was not strictly within the terms of my 
reference to attempt an amicable settlement between the parties. 
'But having regard to the special facts in individual cases I took the 
view that I should assist the parties as best as I could to understand 
dhe nature of the problem and to leave it to them to decide whether 
■they could not arrive at a compromise. As the subsequent discus¬ 
sion would show, in the case of the Indian Bank Ltd., the problem 
was not one of accommodating the bank so much as to decide when 
the bank would and should be promoted to A class. In regard to 
the Bank of Bikaner Ltd. and the Jodhpur Commercial Bank Ltd., 
the problem was to enable the parties to study objectively the 
‘Special features of those banks and to give them an opportunity 
to decide their respective problems amicably. It seems to me that 
the course adopted by the parties in settling their differences 
amicably must be commended and I think it is my duty, while I 
refer to these arrangements with some satisfaction, to thank both 
the parties for the very reasonable and responsive attitude they 
adopted in dealing with these cases. 


308. I will now refer to the case of the Indian Bank.^ In the 
scheme of classification of banks according to their working fund 
as laid down by the Sastry Tribunal and approved 
Indian Bank by the Labour Appellate Tribunal, the Indian Bank 
occupies a peculiar position. It was classified as a B class bank 
because its working fund was less than Rs. 25 crores which 
is the lower limit for A class banks. Although the working 



fund of B class banks ranges from Rs. crores to Rs. 25 crores^ 
this bank, compared with the other banks in B class, had resources 
which were much higher than the next highest bank, but closer 
to the resources of the smallest A class bank. If, therefore, in 
classifying banks between A and B class the dividing line was so 
fixed that banks of comparable capacity to pay fell into their ap¬ 
propriate classes, then the Indian Bank should have been plac^ 
in class A by fixing the lower limit foi- that class at Rs. 20 crores. 
It is not known why the Sastry Tribunal did not adopt this ap¬ 
proach but when it was suggested by employees to the Laboia: 
Appellate Tribunal that the bank should be classified in A class by 
lowering the limit for that class to Rs. 20 crores, it rejected the sug¬ 
gestion on the ground that it saw no reason to disturb the line of 
demarcation in the classification of banks. At that time the working 
fund of the bank was much below Rs. 25 crores and it is under¬ 
standable that the Labour Appellate Tribunal did not want to 
disturb the classification of banks. As at the end of 1954, however, 
the working fund of the bank was very close to Rs. 25 crores and, 
therefore, on grounds of comparability there was greater justifi¬ 
cation to place this bank in A class than in B class. In fact during 
the course of the examination of this bank, its representatives 
admitted that the bank would very shortly move into A class under 
the provision of paragraph 64 of the Sastry award. In the discus¬ 
sions I had with the representatives of the bank and employees 
it was suggested that they might come to a mutual agreement in 
regard to the classification of the bank. My principal object in 
making this suggestion to the bank and its employees was to avoid, 
if possible, a future dispute as to the time when the bank should be 
promoted to A class. When it appeared to me that it would be 
possible to evolve an arrangement which both parties may regard 
as satisfactory, I requested the representative of the bank to invite 
Shri K. Balasubramania Iyer, who is one of the Directors of the 
Bank, to Bombay to meet me. Accordingly Shri K. Balasubramania 
Iyer was good enough to come to Bombay and I discussed with him 
the pros and cons of the contentions raised by employees before me. 

I told Shri K. Balasubramania Iyer that it would be in the interest 
of the bank as well as of the employees not to require the Commission^ 
to decide the merits of the points raised by employees and that in 
industrial disputes an amicable settlement is always the best 
settlement. Fortunately, both the representatives of employees and'. 
Shri K. Balasubramania Iyer agreed with my suggestion and the 
following arrangement received their approval. The terms of 
arrangement are:— 

“(1) That the Indian Bank Ltd., Madras, should be classed' 
as an A class bank and that the final decision to which 
Government will arrive after receiving the report from 
this Commission in regard to matters not covered by 
this agreement will apply to this bank as an A class 
bank. 

(2) Effect to this finding should be given prospectively ii» 
the manner indicated below. 

(3) The pay and allowances of employees of this bank should 

be fitted in the scales of A class as from the 1st January 
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1956. Other benefits, such as gratuity, provident fund, 
medical relief, accruing to employees from this status 
of the bank, including the annual increments, should 
be given to them from the 1st April 1956.” 

309. I recommend that this arrangement should be accepted and 
the parties should be called upon to implement the same. 


310. As mentioned earlier, the Commission was of the view that 
in the case of the Bank of Bikaner and the Jodhpur Commercial 
Bank the increase in the establishment charges, was 
Bank of Bikaner likely to be larger than what the banks could bear, 
anijodn'pur Com-it therefore, suggested to the banks and their 

mercial Banx employees, at the time when their cases were 
examined, that they should explore the possibility of coming to a 
mutual understanding in regard to the terms and conditions of 
service of their employees. In the case of both the banks the 
showed awareness of the need for a mutual agreement and the 
Commission gave all technical help in arriving at one. Satisfactory 
armngements were arrived at with the employees by both the banks 
and 1 am recommending to Governxnent separately that 
ments be ratified and the terms and conditions agreed enfoiced. 

311 Having dealt with the banks which have arrived at amicable 
arrangements^with their respective employees in the presence of 
^ the Commission, it would now be necessaiy 

Banks wMch have mention other banks which have independcntlj- 
enierediito agree- settled their disputes with employees 
meats with their rrij^g Pandyan Bank of Madurai and the Bhaiatha 
employees Lakshmi Bank of Madras have sent to the Corn- 

mission duly aihStdd ..corfs ^ 

The Vysya Bank of Bangalore and t^^^^ 

duly produced ^”^.^g°Lab Tribunal. The cases of 

employees before the Labt w which have 

these four banks must accoidmg^^^^^^^ f 

r nil." 

312. This takes me to the P^?^^®5!ks'^^i c^^SnS'^wWA had to 

present difficulties of the displaced b^^h are the direct 

migrate from the West Pu J . disturbances following the 

outcome of the .Quntry The financial losses suffered by 

political division of the country. gn-anging foi 

these institutions, p^kStan, the obstacles they had to sur- 

the safety of their assets in records from that country to 

mouS in removing ^a^lhe developments 

Sdia and the cripling effect that the P«s!;^Pg^ It is, therefore 

had on their working J[|°^t these difficulties. Twelve displace^ 
unnecessary for me to °'g>^aced Banks’ Association and from 
banks are members of . ? ^he present dispute. The Associ 

them seven are parties to the presei 

aSin^had pleaded their case j^^appreciated the magnitude of 

Suit We^^nbung.h^app« 

the problems that tne 
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directed that irrespective of the size of their resources, these banks 
should be required to pay to a new entrant in their service a salary 
according to the scales prescribed for banks grouped in the lowest 
class for the purpose of their awards. The concession was, how¬ 
ever, limited to a stated period of time and that granted by the 
Sastry Tribunal expired on the 31st December 1954. The banks 
appeared to have implemented the Labour Appellate Tribunal 
decision as modified by Government from the 1st January 1955. 

313. The Association as well as those of its members* which are 
directly connected with the dispute have informed the Commission 
of their difficulties. The banks have also conveyed through the 
Association their willingness to implement the provisions of the 
Sastry award as applicable to D class banks. In this connection 
they have emphasised that while they recognise the importance of 
keeping the staff contented, they are not in a position to bear any 
burden over and above that indicated by them. They have pointed 
out that the position of the majority of the displaced banks is still 
be set with difficulties and the working of only three of such banks 
could be said to be normal. 

314. At the time the Sastry Tribunal was deliberating upon the 
dispute between banks and their employees, all but one** of the 
seven displaced banks with which I am concerned, were working 
under schemes of arrangement sanctioned by the Punjab High Court 
and even the one which did not find it necessary to draw up a 
scheme for meeting its deposit liabilities had a plan to reduce its 
share capital to which the shareholders had agreed. I understand 
that fourt of the above seven banks have since been able to con- 
plete their respective schemes and are now functioning normally. 
The other three banks have yet to attain this status. The position 
of at least some of the displaced banks has thus changed consider¬ 
ably over the past few years and a reassessment of their position, 
particularly in regard to their capacity to pay, is evidently called 
for: more so as they have specifically expressed their inability to 
bear any burden in excess of that imposed by the Sastry award 
on D class banks. My task in this respect would have become easier 
had all these institutions submitted the information called for in the 
questionnaire issued by me. Unfortunately, some of the banks have 
not done so, while the information given by some others is incom¬ 
plete or inadequate in many respects. In certain cases even the 
balance sheets for the years 1948 to 1952 have not been supplied. 
It is, therefore, not possible to follow in the case of these banks the 
same mode of determining the paying capacity in future years as 
indicated in an earlier part of the report. The business of these 
banks may be expected in increase in near future in keeping with 
the general rise in the business activity of banks on account of the 
development of the country. I, however, find an initial difficulty in 
assessing the position of the displaced banks. Most of these banks 

*First National Bank, Lakshmi Commercial Bank. New Bank of 
India, Oriental Bank of Commerce, Prabhat Bank, Punjab & Kashmir Bank, 
Traders’ Bank. 

••Oriental Bank of Commerce. 

tLakshmi Commercial Bank, Oriental Bank of Commerce, New Bank of India, 
Prabhat Bank. 



separate arrangement and 

such bank<? i <2 nn+ ,, Closed and New Funds of some 

by the Reserve Bank n/^ Statistical Tables issued 

Sparatelv in^^P Tahi/'^^Tvf arrangement are not shown 
Tables. I have, therefore, to proceed on the 
material that is readily available. The consolidated position of some 
of the important items of liabilities and assets of the seven displaced 
banks for the years 1950 to 1953 is given below. aispiacea 
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(Amounts in ihousiinds of rupees,) 


Year No. of Paid-up Reserves 
offi- capital 
ces 


I93 o 

42 

1,28,56 

2,72.48 

4>93'6 o 

1951 

40 

i.35>98 

2,04,00 

4.>67,45 

1952 


1,21,15 

1,62,76 

2,30,66 

1953 

31 

83.93 


2,07,85 


Total Cash & Investments pills & 
liabilities bank ba- in Gtwern- advan- 
or assets lances ment sccuri- ccs 
Ties and 
either invest¬ 
ments 


15.02 

9. ■’4,23 

45^95 

95-55 

(27.29) 

7.15,71 

37>i2 

8,86,78 

53,78 

67,16 

(17.63) 

6-01,16 

29^93 

.‘i.83,47 

67,16 

44. J 7 

(15,72'! 

3,48,47 

16,90 

.5,07.37 

39,12 

•16,72 

(26,32) 

3-30.80 


Depo- Net 
sits loss 


Figures in brackets represent investments in Government securi¬ 
ties. Source; Statistical Tables relating to Banks in India. 


315. In the interpretation of the above table two factors have 
to be borne in mind, namely, (i) that the table gives a combined 
position of the Closed and New Funds of the displaced banks and 
(ii) that the Closed Fund of these banks is self-liquidating in 
nature. The declining trend noticed under aimo.st all the items 
cannot, therefore, be given the same interpretation as in the case 
of normally functioning banks. The trend merely reflects the effect 
of a comparatively rapid rate of repayment of liabilities and reali¬ 
sation of assets in the Closed Fund than the accumulation of deposit 
liabilities and investment of funds in the New Fund. The only 
indications of the gradual improvement in the position of these 
banks are found in the substantial decrease in their aggregate loss 
balances and moderate increase in their investments in Government 
securities and other investments. Any conclusion that nnay be 
drawn in this regard will have thus to be based on the indications 
that are discernible in the working of these banks over the last few 
years. This is an unsatisfactory method but as the political and 
economic conditions are more settled now than in the years im¬ 
mediately following Partition, the trends observed in the working 
of these banks can reasonably be expected to continue in future. 
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That the banks have been successful in stabilising their position to 
a certain extent is also indirectly confirmed by their willingness to 
implement the Sastry award. I, therefore, feel that ordinarily the 
seven banks under consideration should not have any difficulty in 
implementing the decision of the Labour Appellate Tribunal as 
modified by Government for D class banks. I would, however, 
recommend that in respect of this class of banks, as in the case of 
all D class banks, the position should be examined after 5 years from 
the 1st April, 1954 and the wage structure fixed in the light of the 
result of such enquiry. 

316. The next question which calls for reference has been raised 
by some banks which allege that they have become one-State banks 

and as such are not subject to the provisions of 
One-State banks industrial awards pronounced by all-India Tribu¬ 
nals. These banks are: (1) G. Raghunathmull 
Bank, Hyderabad; (2) Hindu Bank Karur, Karur; (3) Melarkode 
Bank, Palghat; (4) Sind National Bank, Kalyan, Bombay; and (5) 
Janjira Bank, Janjira-Murud, Bombay. The first of these claims to 
have become a one-State bank on the 1st August 1954; the second 
and third claim to have become one-State banks in 1952, the fourth 
after Partition in 1947 and the last one in 1953. The plea raised 
by these banks raises two questions, one of fact and the other of 
law. While dealing with the plea raised by these banks, it would 
first be necessary to ascertain definitely whether these banks have 
in fact become onc-State banks as alleged by them. That would be 
a matter of fact. The second point which will call for consideration 
in dealing with this plea would be the legal effect of the change of 
status of these banks. If, at the material time when the awards 
were pronounced by the Labour Tribunals, these banks were inter¬ 
state banks and as such properly joined in the proceedings before 
the Labour Tribunals, would a subsequent change of their status 
take them out of the purvi'' 7 of labour awards? The points thus 
raised in respect of these banks are clearly outside my terms of 
reference and I would not like to express any opinion on these 
points. However, since these banks seem to have raised the pleas, 
it is my duty to put those pleas on record and leave it to the banks 
and the employees to get the relevant questions decided in accord¬ 
ance with law. 

317. I must now deal with the last case of special banks and that 

is the United Bank of India, Calcutta. This bank came into 
The United Pank existence as an amalgamated bank on the 18th 
of India December 1950. The Bengal Central Bank changed 

its name into the United Bank of India and as a 
result of the amalgamation took over the assets and liabilities of 
three other banks. The united paid-up capital, reserves and deposits 
of this amalgamated bank amounted in all to Rs. 30 crores as on 
the 31st December 1950 and Rs. 33 crores as on the 31st December 
1951. Naturally, according to the principles of classification laid 
down by the Tribunals, this bank would have found itself in A class 
from the date of its amalgamation. The bank, however, urged 
before the Tribunals that owing to its special difficulties its problem 
should be treated separately and it should not be put in to the strait- 
jacket of a specified class. The bank, in fact, urged that it should 
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SinS to Hv. t i Tribunals were not in- 

exemption from awards. Both the 
fhtfIt extravagant claim. The Sastry Tribunal 

special difficulties to face and 
R ?ln« s>»ould continue to be treated as a bank 

S^onlH trn December 1954 and after that date the bank 

should be promoted to A class and should implement the award 
applicable to the said class. The Labour Appellate Tribunal took 
the same view, but gave the bank a further concession by extending 
the period of its life in B class to the 31st December 1955. The 
Government modified decision has given the bank complete exemp¬ 
tion from the award. Shri B. K. Dutt, General Manager of this 
bank, who appeared for the bank before me, naturally began his 
arguments by justifying the grant of complete exemption to his bank 
and by suggesting that I should recommend that the modification 
already made by Government .should be confirmed. 

318. It has been urged before me by this bank that it suffers 
from several infirmities and has to face several difficulties .some of 
The case for which at any rate are not of its own creation. All 
<he bank the four banks that constituted the United Bank of 


India after amalgamation suffered immen-sely 
from the political upheaval that followed Partition of India. The 
impact of Partition on the dealings and business of these banks 
must be fully appreciated when the case of this bank is being consi¬ 
dered in reference to the dispute between the bank and its em¬ 
ployees. That is the first contention raised by the bank. The 
second contention which the bank has asked me to consider is that, 


as a result of the amalgamation, the bank has on its hands a large 
surplus staff. According to the bank, the presence of this surplus staff 
has made the task of the bank to implement any award very difficult. 
It may be that some of the branch offices of the bank are also over¬ 
lapping, and though this infirmity may be due to the amalgamation, 
it is still a factor which affects the bank's capacity to implement 
the award. Thus the difficulties which the bank pleads are the 
result partly of political factors and partly flow from the amalga¬ 
mation itself. 

319. On the other hand, the employees strongly resist the bank's 
claim for exemption. They argue that the bank has already been 
The emnlovees' given sufficient concession by the Tribunals and it 

'Contention' appears that the bank has not been able to utilise 

the breathing time afforded by these concessions 
for improving its affairs. The employees strongly resist the allega¬ 
tion of the bank that there is surplus staff on its hands. Initially 
the demand made bv the employees before me was that the bank 
should be treated as’directed by the Labour Appellate Tribunal and 
in implementing the award given by the said Tribunal the bank 
should not be allowed to make any cuts though the said cuts are 


permitted by the Tribunals. 

320 I do not propose to expre.ss any opinion on the question as 
to whether the major difficulties which the bank faces is caused by 
the presence of a surplus staff on its roll. On this 
The problem of point there appears to be a sharp difference be- 
tween the bank and its employees and the determina- 
Sther «qulry tion of this point has been expressly referred by 
Government to another Tribunal. Unfortunately, 
ithis Tribunal has not been able to make any progress in its enquiry 
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and so it is difficult to anticipate what its conclusions would be. Iia 
dealing with the case of the bank, I cannot, therefore, assume either- 
that the case for the bank is true or that the contention of the em¬ 
ployees is justified. I can only put on record the rival contentions-- 
on this point. 

321. The difficulties created for the bank by Partition and 
amalgamation are, however, genuine. There is no doubt that, as a* 

result of Partition, the business of the constituent 
Difficulties c«8- banks was impaired and it would be easy to ima- 
md that as a result of Partition the load of its 

tion doubtful debts may have increased. It would also 

appear that the act of legal amalgamation which took place in 1950- 
was only the first step in the process of amalgamation and several 
steps yet remain to be taken to strengthen the amalgamated banfc 
If the facts disclosed by the bank are true, then it may be that it 
would be necessary to close some of its offices which are overlapping 
and which have proved to be completely uneconomic. Besides, how¬ 
ever much one may deplore the manner in which the amalgamation 
has been brought about, the position of resulting weakness in the 
structure of the bank must be taken into account in dealing with the 
problem before me. It may, therefore, be conceded that this bank 
cannot, merely by the figure of its working funds, be grouped in A 
class. It presents some difficult problems and they need to be consi¬ 
dered carefully and tackled separately. 

322. I have, however, no doubt that, whatever may be the nature 

of the difficulties which the bank has to face, its claim for complete 
Exemption un- exemption from awards cannot be accepted. I have 
jastified already indicated in my report that such a claim is- 

totally inconsistent with the concept of a demo¬ 
cratic Welfare State and is opposed to the major assumptions on 
which industrial legislation in a democratic Welfare State always 
proceeds. Besides, it would be idle to suggest that the nature and 
magnitude of the difficulties which this bank has to face necessarily 
leads to the conclusion that the only solution to the problem of this-- 
bank lies in granting complete exemption to the bank from any 
award. This bank no doubt faces some special difficulties but in a- 
sense each bank has its problems and has its own difficulties. In 
deciding the wage structure and dearness allowance, the difficulties 
of banks considered class-wise or bank-wise have to be taken into 
account. But the presence of difficulties cannot, in my opinion, sus¬ 
tain a claim for exemption from industrial adjudication altogether. 
Giving a particular bank a concessional treatment on the merits may 
be justified and may even be necessary. But giving complete 
exemption to a bank would normally be regarded as an act of discri¬ 
mination and must be avoided. 

323. In this connection, it would be relevant to point out that the 

impression which I have gathered from the awards pronounced by 
The attitude adop- Tribunals is that, though the bank -began by 

ted by the bank ^ claiming exemption, it never seriously disputed its 
before Tribunals ability to bear the burden of the B class wage struc¬ 
ture as prescribed by the Sastry award. It is usual 

in industrial adjudication for parties to overstate their cases at the- 
commencement of the hearing and so the bank may not be blam^ 
if by its lawyer it claimed either complete exemption or asked for its; 
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inclusion m the lowest class of banks. But on the whole the Sastry 
Inbunal presumbly formed the impression that the bank would be 
l^ear the burden of the structure of B class which 
the Tribunal was going to prescribe and so the Tribunal directed the 
bank to bear the burden of the said structure for the period men¬ 
tioned in the award. It should be remembered that this decision was 
given by the Tribunal though it was disposed to accord a concessional 
treatment to this bank. When the matter went in appeal before 
the Labour Appellate Tribunal, the altitude adopted by the bank 
appears to have been that the bank did not seriously contest its 
ability or willingness to bear the burden of the B class' wage struc¬ 
ture as prescribed by the Sastry Tribunal; in his statement befoi-e 
me Shri Dutt conccdc^d that at one stage of the procec:*ding before 
the Sastry Tribunal the lawyer for his bank had expres.slv admitted 
the willingness and ability of the bank to tx'ar ( iie burden of the 
wage structure which the Tribunal may lix for B class banks. Shri 
Dutt, however, added that soon thereafter the bank ciianged its 
attitude and accordingly put in a purshis before the Tribunal, The 
Tribunals did not attach importance to the subsequent purshis. but 
proceeded to act on the admission made by the lawj^er of the bunk 
at the earlier stage. It may bo that, when the admission was made, 
the extent of the liability w’hich would result from the wage struc¬ 
ture fixed for B class banks may not have lx?en properly' appreciated 
by the bank and to that extent Shri Dutt may be entitled to contend 
that the case of his bank should not be decided merely on the 
admission. That, however, is another matter. It is not. cU>ar 
whether the bank had expressly and definitely pleaded its inability 
to bear the burden even of the Sastry award and had .seriously pres¬ 
sed on Government the necessity of granting it complete exemption 
while it represented its ca.se before Government. However that 
may be, it seems to me clear that the conduct of the bank before 
the Tribunals is a relevant factor which cannot be entirely ignored. 

324. Apart from the considerations w'hicii I have already set out, 
seems to me that it would not bo in the intere.st of the bank itself 


that it should be accorded complete exemption from 
Exemption not In industrial adjudication. In fact the bank has imple- 
the baST**” mented the provisions of the Sen award so far as 
they are applicable to B class and it would be idle for 
the bank now to claim that it should be outside industrial adjudication. 


Exemption such as has been granted to the bank by the Government 
modified decision, in theory, means that the bank w’ould not be 
bound to comply with any rules and regulations in respect of the 
terms of service or other amenities due to the employees. Such a 


position would naturally disturb the domestic peace of the bank 
and would not create that feeling of co-operation and loyalty in the 
minds of employees without which the bank w'ould find it difficult 
to make rapid progress in future. That is w'hy I feel inclined to 
take the view that even from the point of view of the bank itself 
it is desirable that it should be subjected to the provisions of am 


a W GI4. Vila 

325. Having decided that the bank was not entitled to complete 
exemption, the next question w’hich I had naturally to face was what 
Attempts at neso- would be the recommendation in respect of this 
tiatlon bank. I must confess that I foxmd this question 

rather difficult to answer. The financial position of the bank un- 
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doubledly needed some concessions. But it was not easy to deter¬ 
mine the limits within which these concessions should be granted. 
I, therefore, appealed to the bank and the employees to adopt a 
reasonable and responsive attitude in dealing with the case of this 
bank and to evolve a formula which would do relative justice to the 
claim of employees without exposing the bank to unnecessary risk 
or jeopardy. Attempts at bringing the parties together for the pur¬ 
pose of evolving an agreed solution to the problem appeared to bear 
fruit. On the 14th May 1955 the parties met in my chamber and 
the Commission gave them active assistance in discovering common 
ground. I asked the bank to give me its proposals showing the 
maximum that the bank can do for meeting the claim of employees 
and I appealed to employees to tell me the minimum demands which 
they wish to press against the bank having regard to the weak posi¬ 
tion of the bank and its special difficulties. It then appeared to me 
that the approach adopted by the parties disclosed definite possibi¬ 
lities of bridging their differences and of persuading them ultimate¬ 
ly to come to a settlement. The parties then met between them¬ 
selves and made direct efforts to evolve an agreed solution. Indeed, 
these negotiations made such satisfactory progress that a draft was 
prepared and typed. This draft was subsequently discussed by the 
parties in the presence of the Commission and I got a deiinite im¬ 
pression that the terms of the draft, on the whole, appeared to be 
acceptable to both the parties. Acting on this impression, Shri Dutt, 
the General Manager of the bank, signed the draft and a copy of the 
draft was given to the representatives of employees to enable them 
to consult the Union of the Bank .employees and their other colleagues. 
Unfortunately, hopes entertained about an amicable settlement were 
frustrated by the telegram which the Commission received from 
employees on the 30th June 1955. This telegram informed the Com¬ 
mission that the United Bank employees had rejected the scheme 
which had been sent to them with their representatives. Even then 
1 felt that it would be worth while to make one further effort to 
persuade the parties to come to a settlement and so 1 requested 
Shri Dutt and the representatives of employees to meet the Com¬ 
mission at Poona on the 9th July 1955. Both the parties were good 
enough to accept our invitation to come to Poona and they met us 
separtely. The attitude adopted by some of the representatives of 
the Bank Employees’ Union, however, did not encourage me to take 
the matter any further. I got the impression from their talk that 
some of the employees had changed their mind because they were 
not prepared to consider the original draft even as a basis for fur¬ 
ther negotiation. They seemed to be determined to adhere to their 
original claim that the Labour Appellate Tribunal’s directions 
should be implemented by the bank and that too without any cuts. 
It was clearly impossible to bridge the difference between the ability 
of the bank to pay and the demand thus put forward by employees 
before me. That is why with great reluctance I had to give up my 
efforts to bring about a settlement in this case. Normally, I would 
not have referred to these details in my report. But in fairness 
to the bank, I think it is my duty to put 'on record the fact that an 
attempt at a settlement was made, that the attempt looked like 
succeeding at one stage, but that unfortunately it ultimately failed. 
I must also add that in the enquiry before the Commission Shri Dutt 
acted very fairly throughout. 
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t clear that there was no chance of the case 

o this bank being arnicably settled, I had to go back to the original 
Recommenda- question on the merits and I realised once again that 
tions. would by no means be easy to decide what specific 

recommendations should be made in respect of this 
bank. The position of this bank was discussed by the Commission 
at several sittings and all aspects of the matter were fully taken 
into account. The Commission tried to give shape to its recommen¬ 
dations in respect of this bank in different ways. The anxiety all 
the time was not to expose the bank to jeopardy or risk and yet 
to do justice to the claim made by the employees. In the end, the 
Commission came to the conclusion that it would be fair and reason¬ 
able, all things considered, to make the following recommendations 
in respect of this bank. The bank should implement the Sastry 
award applicable to banks of B class with effect from the Isl August 
1955 subject to the following conditions: — 


(1) that the initial additional burden arising from the imple¬ 
mentation of the said award should be spread over a 
period of three years, one-third of the inciease in each of 
the components of the emoluments being paid to the 
employees year by year during this period; 

(2) that the employees whose salaries and allow^ances wa)uld 
have to be reduced should have their salaries and allow¬ 
ances adjusted downward during a similai' period of three 
years, the reduction every year being one-third of the 
difference in salary and allowances they would Lh' draw¬ 
ing for the month of July 1955 and the salary and 
allowances they would be entitled to under these recom¬ 
mendations as from the 1st August 1955; 

(3) that regular increments in the award scales should be given 
during this period and where salaries w'ould be leduced 
such increments would be set off and adjusU'd towards 
reduction of the temporary adjustment dilference which 
would become payable to the employees as a result of the 
implementation of this recommendation; 

(4) that the question of retrenchment which has been referred 
to another Tribunal should be decided as early as possible 
and the recommendations of the Tribunal should there¬ 
after be implemented without delay; and 

(5) that at the end of three years, or after the recommenda¬ 
tions of the Tribunal appointed to deal with the qu<‘slion 
of retrenchment are received and inaplcmented, which¬ 
ever event happens earlier, the financial position of the 
bank should be considered afresh by a Tribunal appoint¬ 
ed in that behalf and the wage structure and dearness 
allowance should be fixed in the light of the decision ot 
the said Tribunal. 


While making these recommendations, I would only like to add that 
I have given anxious consideration to the problem raised by this 
bank I have attempted to consider the implications of my recom¬ 
mendations as caTefully as I could and I have come to the conclusion 
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hat, in the circumstances, the recommendations which I am mak¬ 
ing offer the best solution to the problem. I can only hope that the 
bank should make rapid progress in the future and should be able 
to meet the demands of its employees without incurring any risk. 
If employees had agreed to the terms of compromise which at one 
time seemed to be acceptable to both the parties, the necessity for 
a further examination of the financial position of the bank would 
have been avoided and the bank, with the co-operation of employees, 
would have been able to make substantial progress for the proposed 
period of six years. But negotiations failed and it would be idle 
to ^culate what the position would have been if the negotiations 
had succeeded. 



CHAPTER XI 

RECOMMENDATIONS 


Subject find re- 

In the foregoing chapters have been set out the con- 
elusions emerging from the fact-finding enquiry made by 
the Commission with due regard to its terms of reference. 

I now proceed to make the following recommendations in 
the light of the facts ascertained and the conclusions 
reached: 

1. The Labour Appellate Tribunal decision should be res- appu- 
tor^ m the case of the following banks subject to the 
inodifications mentioned below in clauses 1(a) to 1(f). In moJitiratiDns to 
view of Government’s assurance in Parliament, this recom- tas/oi'Aiinj n 
mendation should have retrospective eifect as from the 1 st ciiid"h™k,*‘'in 
April 1954. (' t-hi 8 n (Para- 

f’.raphs 272, 279 

A Class.—All banks—Indian and foreign. -'‘o>in.i 326 ) 

B Class.—All banks except the Bank of Bikaner and the 
United Bank of India. 


C Class.— (i) Bank of Behar (ii) Bank of Indore (hi) 

Bank of Jaipur (iv) Bank of Maharashtra (v) Canara 
Banking Corporation (vi) Canara Industrial and Banking 
Syndicate (vii) Hind Bank (viii) Travancore Bank. 

(a) The provision for accumulation of medical relief in (V>'«,',KrIipiM 3 l 
the Labour Appellate Tribunal decision (paragraph 285) 
should be dropped; the provisions in the Sastry award in 
regard to medical relief (paragraphs 450 and 451) should 
be confirmed. 


(b) The provision for the creation of an additional area ^, 1 ,,,^.,. 
4 as per clause 3(a) of the Government modified decision Kr:i|)hi 2 .!i 
dated the 24th August 1954 together with the wage struc¬ 
ture and dearness allowance prescribed for this area should 
be confirmed. 

(i) The creation of a further sub-area under area 4 
described as area 5 in this report, which under the Govern- 164 ) 
ment modified decision dated the 24th August 1954 now 
enjoys complete exemption from any award should, how¬ 
ever, be set aside except in the case of banks incorporated 
in the Travancore-Cochin State excluding the Travancore 
Bank. 


(ii) Banks incorporated in the Travancore-Cochin State 
except the Travancore Bank should be allowed complete 
exemption from the operation of any award in respect ot graph 305 , 
their business within the limits of the sub-area as defined 
above for a maximum period of two years froin the date 
of announcement of the Government s final decision on the 
Commission’s report or until the recommendations of the 
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Subject and re¬ 
ference to rele¬ 
vant paraaraph 
in the report 

special Commission referred to below are implemented 
whichever event happens earlier. In case, however, such 
a Commission is not appointed or after appointment is 
unable to make its recommendations within two years or 
in case its recommendations are received but not imple¬ 
mented within two years, the exemption granted to the 
branches of these banks in the sub-area referred to above 
should be withdrawn. 

MdVuh*’adFustI Clause 3(g) in the Government modified decision 

ment of inert." should be Confirmed and applied to Government modified 
g?aph 121 )'*“'“ or Labour Appellate Tribunal decision, as the case may be, 
save that in making deductions in three instalments as 
contemplated by the said provision banks should be entitled 
to adjust the increments due to employees against the 
temporary adjustment difference payable to them. This 
clause .should have retrospective effect from the 1st April 
1954, the first cut falling due on the 1st April 1955. How¬ 
ever, in giving effect to this changed provision, employees 
should not bo required to refund any amount already 
received by them as a result of clause 3 (g) of Government 
modified decision dated the 24th August 1954. 

Payment of (d) With 3 vicw to affording some relief to banks from 
5 ' 5 *to“be 8 jre/d the initial impact of the retrospective implementation of 
coSnt**^““ cars Labour Appellate Tribunal decision, the implementation 
“parafc^fph^S) of the aforesaid first impact should be phased over three 
accounting years in such a manner that 40 per cent, of the 
additional emoluments due to employees in 1954-55 (April 
to March) will be payable by the 31st December 1955, 30 
per cent, by the 30th June 1956 and the balance of 30 per 
cent, by the 31st January 1957. This will, however, be 
subject to the condition that in case during this period the 
services of any of the employees concerned are terminated 
by way of dismissal or discharging or in other ways, or in 
case an employee retires or leaves his employment for any 
reason whatever or dies, the total dues that would have 
become payable to him at the time the final decision of 
Government on my recommendations came into force in¬ 
clusive of all benefits should be paid to him or his assignee 
forthwith. 

Adiustmcni of (c) The followittg formulae should be adopted for adjust- 
ancra^Myraph of the deamcss allowance for variations in the cost 
105 ) of living index for clerical and subordinate staff respective¬ 

ly in lieu of the provision in the Labour Appellate Tribunal 
decision (paragraph 105): 

Clerical staff .—If the average all-India cost of living 
index for the half year ending June or December of any 
year should rise or faU by more than 10 points as compared 
to 144 (1944—100), the dearness allowance for the succeed¬ 
ing half year will be raised or lowered by one-seventh of 
dearness allowance admissible at the index level of 144 for 
each variation of 10 points. 
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Subordinate staff.—U the average all-India cost of living 
index for the half year ending June or Hecember of any 
year should rise or fall by more than 10 points as compared 
to 144 (1944—100), the dearness allowance for the succeed¬ 
ing half year will be raised or lowered by one-tenth of the 
dearness allowance admissible at the index level of 144 
for each variation of 10 points. 

(f) The provision made in the Labour Appellate Tri¬ 
bunal deci.sion (paragraph 104) in regard to fitting 
employees in the new wage structure should be confirmed 
only in the case of A class banks. In the case of B, C and 
D classes of banks, the corresponding provision in the 
Sastry Award [paragraph 292 (4) (b) ] which has been 
upheld in the Government modified decision dated the 
24th August 1954, should be applied.- 

2. As regard C cla.s.s banks other than those mentioned 
in clauses 1, 0 and 7, and D class banks othei- tlian those 
in clau.se 7, the Government modified decision dated the 
24th August 1954 should operate subject to the modifica¬ 
tions mentioned in clauses 1 (a), 1 (b), 1 (c) and 1 (e). 
Displaced banks and banks incorporated in the Travan- 
core-Cochin State excluding the Travancore Bank should 
likewise implement the Government modified decision 
subject to the afore,said modifications. 

(i) In the case of D class banks, including displaced 
banks but excluding D class banks incorporated in the 
Travancorc-Cochin State the provision made in the 
Labour Appellate Tribunal decision (paragraph 109) that 
as from the l.st April 1959 they should automatically step 
into the C class should be set aside and in its place a 
provision added that the position of these banks as at the 
end of March 1959 will be examined afresh in order to 
arrive at a decision as to their promotion or otherwise to 
C class. 


Subjfict and rf,- 
ferenctf to rvtr- 
mnt vnrni/mph 
in tin' report 


AJju.sfmcjif, 
cmplMvcci in 
the ticw WHjjtr 
strucliifc (I*ur:j- 
BGipli I ri 


(ii'Vt-r nine'll I 
tnoiluit.i.1 decis¬ 
ion ijatcd the 
24111 AtiKust 

J ti> ‘•.‘in- 
linm* in case of 
banks spneitied 
(I*uiagriiplisj 28 o, 

2H2 und 304) 


Position of I) 
I'ldss luinlts in- 
eluding displa¬ 
ced banks lo be 
reviewed in 
(Parn-‘ 
jtraphs 2H2, 
3os and 3:.5) 


(ii) In case a Commission is not appointed for banks 
incorporated in the fi’ravancore-Cochin State as recom-the'^'iravUn- 
mended, the recommendation made in clause 2 (i) in 
respect of D class banks will apply to D class banks in the sr'irh 305) 
Travancore-Cochin State also. 

3. Employees should be entitled to the right of option ['j™' 
to the existing terms of service as confirmed by the Labour of option be 
Appellate Tribunal decision but the period for such option gljaph 132 I 
mentioned in that decision (paragraph 393) should as a 
consequence of my recommendations, be refixed and ex¬ 
tended to three months from the date of pronouncement of 
the Government’s final decision on my report. Where 
employees of any bank have already exercised their 
option on the assumption that the Government modified 
decision has come to stay, such option should be allowed 
to be revised and another opportunity given to employees 
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ference to rele¬ 
vant paraffraph 
in tne report 

to opt either for the final decision of Government on my 
report or for the terms offered by the individual banks. 

rarr'nt^'car'to P^ynficnt of emoluments to bank employees for the 
bu^ctiLd'on or Current year according to Government’s final decision on 
ncccmber 1955 recommcndations should be settled by the 31st Decem- 

(Paragrapb ' ber 1955. 

Promotion of 5, The agreement entered into between the Indian 
Bank to A'dii™ and its employees’ representatives, in regard to its 

(Pora^phs 308 promotion from B class to A class as from the 1st January 
and 309 t jggg gbould be approved and enforced. 

Agreements 6 . In rcspcct of the following banks which entered into 
before tiie agreements with employees’ representatives before this 
(pStwh 310 ) Commission, the decision should be in terms of the agree¬ 
ments forwarded to Government. 

(a) Bank of Bikaner. 

(b) Jodhpur Commercial Bank. 

other B’ree- followiiig banks havc independently entered into 

mams (Par^ agreements with their employees as to the pay scales and 
Rraph 3ir) other Conditions of service applicable to them: 

(i) Salem Bank. 

(ii) Vysya Bank. 

(iii) Bharatha Lakshmi Bank. 

(iv) Pandyan Bank. 

The agreements of the first two banks have been record¬ 
ed by the Labour Appellate Tribunal. The last two banks 
have sent to this Commission authenticated copies of 
agreements signed by them and their employees. These 
agreements should also be approved and enforced. 

The Unitc.1 United Bank of India should implement the 

Bank of India Sastry award applicable to banks in B class with effect 
(Paragraph 326 ) tlic Ist August 1955 subjcct to the following condi- 
tions: 

(i) the initial additional burden arising from the 
implementation of the said award should be 
spread over a period of three years, one-third of 
the increase in each of the components of the 
monthly emoluments being paid to the em¬ 
ployees year by year during this period; 

(ii) the employees whose monthly emoluments 
would be reduced should have their emoluments 
adjusted downward during a similar period of 
three years, the reduction every year being one- 
third of the difference in their emoluments for 
the month of July 1955 and the emoluments 
they would be entitled to under the above pro¬ 
visions as from the 1st August 1955; 
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(iii) the employees should be entitled to regular ”* *”*^* 
increments in the award scales during the 
above period and where salaries would be 
reduced such increments should be adjusted to¬ 
wards reduction in the temporary adjustment 
difference which would become payable to the 
employees as a result of the implementation of 

the above recommendation; 

(iv) the Tribunal to which the question of retrench¬ 
ment of staff has been referred should be 
requested to decide the said question as early 
as possible and the recommendations of the 
Tribunal when received should be implemented 
without delay; and 

(v) at the end of three years or after the recom¬ 
mendations of the Tribunal appointed to deal 
with the question of retrenchment of staff are 
received and implemented, whichever event 
happens earlier, the financial position of the 
bank should be considered afresh by a Tribunal 
appointed in that behalf and the wage structure 
and allowances should be fixed in the light of 
the decision of the said Tribunal. 

9. In view of the special problem of banking in the 
Travancore-Cochin State, Government should, as soon as 
may be expedient, appoint a Commission with wide powers ComtTiisftioi's to 
to examine the financial position of banks incorporated in 
that State in relation to its economy, suggest measures 
for their integration and make recommendations in regard 
to the terms and conditions of service of their employees. 


(Sd.) P. B. GAJENDRAGADKAR, 

Chairman. 


Bombay, the 25th July, 1955. 
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